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Executive Summary 

The aim of the research was to describe and analyze the process of agrarian reforms in 
Turkmenistan. The main research tool was a comprehensive questionnaire-based sutiey 

I of two farming groups: individual peasant (daikhan) farmers and leaseholders operating 
in large farm associations. The findings of this research show that Turkmenistan has 
implemented significant reforms in agriculture, increasing the size of the household plot 
sector. enabling the emergence of independent peasant farms. and most importantly 
individualizing to a certain extent the production arrangements in former collective farms 
through the introduction of leasehold contracts. Land reform works to the estent that land 
has largely been transferred to individual cultivation and the farm associations no longer 
function as production cooperatives. 

Yet the observable impacts on family incomes and overall agricultural performance 
appear to be still very limited. The policies underlying the agrarian reforms can only be 
characterized as half-hearted: state orders are retained for the main cash commodities - 
conon and wheat -produced by most farmers, the producers are generally bound to 
monopolistic state marketers and input suppliers, and the independent peasant fanners 
who are relatively free from these constraints receive land of very poor qualit? that 
requires major investment in reclamation. Low state-controlled prices that farmers 
receive for cotton and wheat are only partially offset by farm subsidies. which results in 
low profitability and shortage of badly needed investment funds. Moreover. land virtually 
cannot be transferred among individuals - neither by buying and selling nor by leasing. 
These restrictions on land rights create obstacles to adjustment of fann sizes for greater 
efficiency and introduce behavioral and legal uncertainties of tenure that are not 
conducive to farm investment. 

It is not surprising that, in this environment characterized by pervasive government 
intervention in agriculture, the performance of the new leasehold sector falls far shon of 
its potential and the new independent farmers are struggling to survive against all odds. 
However, despite these political constraints, the reforms are finally beginning to have 
some positive impact, as agriculture is starting to show signs of slow recove? from the 
initial transition-induced decline. To support rural development, the government should 
not only continue its forward-looking land reform program, but also aim to eliminate the 
production and price controls and allow standard land-market transactions. 



Research Objectives 

The goal of the research project was to study the economic and institutional conditions in 
the agricultural sector in Turkmenistan in the initial phases of transition from a Soviet- 
style command system to a more market-oriented economy. Specific objectives included 
performance analysis of new farming structures, such as family leaseholders uithin farm 
associations and individual private farms operating outside the collectivist framework: 
identification of the main difficulties and constraints faced by agricultural producers of 
all categories; analysis of the impacts of reforms on sectoral performance and household 
wellbeing: review of the available organizational alternatives for agricultural production 
and sectoral service infrastructure based on international experience. 

The problem is relevant for development because more than half the population in 
Turkmenistan live in agricultural areas and close to half the labor force works in 
agriculture. Any improvements in the productivity and efficiency of agriculrure as a 
result of ongoing reforms are likely to have significant impacts on rural incomes and the 
standard of living of rural families. 

Very little research is being done on Turkmenistan in general and on Turkmen agriculture 
in particular. While Central Asia attracts considerable attention among researchers and 
international organizations, other Central Asian countries are much more accessible 
because of the specific socio-political characteristics of Turkmenistan. Published work on 
agricultural reform in Turkmenistan seems to have been limited so far to two studies 
carried out some years ago with the participation of the Israeli principal investigator 
(Lerman and Brooks, 1998; Lerman and Brooks, 2001). Building on this foundation. the 
present research considerably expanded the scope and depth of the inquiry into Turkmen 
agriculture. 

The innovative aspect of the research is precisely in the abilih of the collaborating 
researchers to penetrate through the barriers that generally shield Turkmen a-griculture 
from intemational scrutiny and to collect objective and fairly rigorous information about 
the new developments in this important sector. 

Methods and Results 

The data for this research were collected on three different levels: 

1. Country-level data: background information on legal. institutional. and 
economic aspects of the ongoing transformation in Turkmen 
agriculture, including statistical data from official sources. 

2. Farm-level data: two questionnaire surveys conducted through face-to- 
face interviews, including a survey of 150 individual peasant farmers 
(conducted in 2000-2001) and a survey of 1.100 leaseholders in 110 
peasant associations (conducted in 2001 -2002). 

3. Sector-level data: A time series of financial reports for a group of J O  
farm associations for the period 1997-2000. supplemented with 



course, still too early to say to what extent the findings and conclusions of the stud) will 
be applied by local policy makers and scientists. 

Significant scientific impacts are clearly noticeable both on the level of acquisition of 
new skills and on the level of new technology. New research skills acquired during the 
project include ability to design survey instruments compatible with Western scientific 
requirements, capacity to conduct large-scale farm and household surveys. and - perhaps 
most importantly - exposure to Western data-analysis techniques and economic thinking. 

Regarding technology, the project has enabled the Turkmen team to purchase essential 
computer hardware, as well as basic office equipment necessary for maintaining routine 
communication with the Israeli counterparts.~lhese purchases include desktop computers 
for database maintenance, portable laptop computers for field work. laser printers. a 
scanner. a fax machine. and a photocopier. The project budget has been used to install e- 
mail and internet links, in addition to making it possible to acquire a sufficient number of 
telephone lines. 

The Turkmen co-investigator's view of the scientific impacts of this USAID-funded 
research is presented in a letter he wote  to Ms. Elinor Slater. The Hebrew University 
Administration Official, with the completion of the project on November 30.2003. The 
letter is attached in Annex 4. The essence of Dr. Stanchin's view is captured by the 
following quotation from his letter: 

"...the scientific and practical assets that I have acquired during this project under 
the leadership of Professor Lerman simply cannot be compared to an!thing in my 
previous experience. . . . At the same time, we managed to increase the scientific 
level and technical qualifications of the entire research group that worked in 
Turkmenistan under my guidance with USAID financing." 

Project Activities and Output 

Routine contacts between the Israeli principal investigator and the Turkmen co- 
investigator were maintained on a daily basis through a regular exchange of e-mail 
messages, reinforced, when necessary, by fax and phone calls. All issues relating to 
questionnaire development, sample selection. and database design. as well as many 
questions of data analysis were discussed and decided by exchange of e-mails. The 
project log contains more than 200 operational messages generated by each investigator. 
Because of the almost exclusive reliance on e-mail, no working meetings were held in the 
usual sense of this term (except for preparatory meetings that predate the award of the 
grant). 



consolidated financial reports of the agricultural sector for the same 
period. 

Survey design and the methodology of survey data analysis are based on previous mark 
I of the Israeli principal investigator in other CIS countries (see. e.g.. Brooks et al. (1996). 

Lerman et al. (1998), Csaki et al. (2000)). 

The full results of this research are presented in two books published simultaneousl~ in 
Russian and Turkmen (240 pp. each volume). The Russian volume includes a 6-page 
summary of the main findings in English. Both books are distributed nith this final 
report. A similar volume with full results in English is under preparation and s i l l  be 
distributed separately when completed (estimated completion mid-2004). 

A condensed journal-article version of the results is anached in Annex 1. .4n English 
translation of the full table of contents of the Russian volume is given in Annex 2. The 
survey instruments used in the peasant fanners survey and the leaseholders s w e y  are 
attached respectively in Annexes 3 and 4 (in Russian; no English version exist). 

Impact, Relevance, and Technolog\. Transfer 

In discussing the topics of this section. we need to distinguish between impacts on two 
levels: 

-Policy impacts on decision makers in Turkmenistan 
-Scientific impacts on participating Turkmen researchers 

From the very conception of this study, the ultimate goal was to present the findings, with 
appropriate policy recommendations, to government officials and polic>makers in 
Turkmenistan. To ensure maximum legitimacy and recognition. representatives of the 
local establishment were actively involved in the design stages and repeatedly consulted 
during the performance phase. 

Two interim reports (in Russian and Turkmen) with the results of the preliminary 
analysis of independent private farmers and leaseholders were submined in 2000 and 
2001 to the relevant scientific organs and the Cabinet of Ministers of Turkmenistan. The 
full final report, also in Russian and Turkmen, is now being distributed to a list of some 
100 officials and scientists, including provincial and district governors. Copies of the full 
report are scheduled to be presented to the President of Turkmenistan. An additional 100 
copies (in Russian only) are being distributed to relevant experts in other countries of the 
CIS. In addition to the analysis of the results. the report includes an extended section ~ i t h  
detailed research-based policy recommendations. To make the findings and 
recommendations more acceptable to the local audiences. the report includes didactic 
material on principles of market economy (prepared maid! by Dr. Stanchin on the basis 
of a painstaking literature review) and on world experience \vith agricultural institutions 
(adapted from Lerman (2001) and Lerman et al. (2002)). The overall intent is to 
maximize the impact of the study in Turkmenistan and the neighboring countries. It is. of 



Face-to-face training occurred in Rehovot during the visits of T u r h e n  team members in 
Israel. Five such visits took place: 

Duration of visit Visitor Training agenda 

02126-031281200 1 Ivan Stanchin Data analysis. repon n-riting 
09129- 1 11 161200 1 Lilya Stanchina Data analysis 
07113-08/3 112002 Lilya Stanchina Data analysis 
0311 8-0411 412003 Ivan Stanchin Report writing. preparation of conference 

presentations and Western journal articles 
11116-12/15/2003 Ivan Stanchin Journal articles. conference presentations 

The categon8 of training activities also includes work with eraduate students in Israel. In .. , - .. 
total. four graduate students worked on data analysis at various stages during the project 
One of the graduate students (Rimma Gluhih) completed her master's thesis on -'Private 
Farming inkurkmenistan: Performance and constraints" and submined it in March ZOO3 
to Ben-Gurion University of the Negev (Institute for Desert Research and International 
School for Desert Studies). An article based on this thesis work u-as published in a 
scientific journal in the USA (see List of Project Publications for details). hfs. Giuhih is 
currently a PhD candidate at the Ben-Gurion University and her thesis work continues to 
be based on the data output of the Turkmenistan project ("Agricultural Decision and 
Performance Among Turkmen Leaseholders and Private Farmer"). 

Another graduate student (Darya Zaslaver) is extending her analysis of farm financial 
statements in Turkmenistan to a master's thesis in the Department of Agricultural 
Economics and Management, The Hebrew University. 

The findings of this research project have been presented at two international 
conferences, one regional conference, and one local conference: 

American Agricultural Economics Association (AAEA) meetings. Montreal. July 
28-30,2003: a specially organized symposium on land and water reforms in Central 
Asia (Z. Lerman and I Stanchin, "Farm Restructuring in Turkmenistan: Outcomes 
and Constraints") 

Annual conference of the Central Eurasian Studies Society (CESS). Hmard  
University, Cambridge, Mass., October 2-5,2003: a special panel on "Changing 
Land and Water Use Panems in Central Asia" (Z. Lerman and I. Stanchin. "New 
Contract Arrangements in Turkmen Agriculture: Impacts on Productivlh and Rural 
Incomes") 

Regional conference on "Land Management and Land Cadastre during Land 
Reform", Tashkent Institute of Imgation and Farm Mechanization Engineers - 
TIIIMSKh, Tashkent, Uzbekistan. May 16-17.2003 (1. Stanchin and Z Lerman. 
"Premises and Components of Land Reform in Turkmenistan") 

Conference on "Socio-Economic Development of Turkmenistan during 
Independence", Magtymkuly Turkmen State University, Ashgabat. Turkmenistan. 



October 10.2003 (1. Stanchin and Z. Lerman. "Stages of Land Reform in 
Turkmenistan") 

All four presentations were jointly authored by the two co-investigators. Lerman 
presented the papers at the two international conferences (Montreal and Hanard): 
Stanchin presented the papers in Tashkent and Ashgabat. 

List of Project Publications (as of December 2003) 

lnierim Briefing Reporis [in Russian and Turkmen] 
I. Stanchin. Development ofprivate Farms in Turkmenirsan /-Jnal~~sis ofSurve.v Dora). 

National lnstitute of State Statistics and Information. Ashgabat (2000). 
I. Stanchin, Development ofEconomic Reforms in rhe Agrarian Sector of Turkmenisfan 

(Intrafarm Leaseholds). National Institute of State Statistics and Information. 
Ashgabat (2001). 

Books [see English translation of table of contents in Annex 21 
I. Stanchin and Z. Lerman, Agrarian Reform in lurkmenisran [in Russian, with English 

summary], Center for Agricultural Economic Research. The Hebrew Lniversih. 
Rehovot:, Israel (November 2003). 240 pp. 

I. Stanchin and Z. Lerman, Turkmenistonda oba iizgertmesi [in Turkmen]. Center for 
Agricultural Economic Research, The Hebrew University of Jerusalem. Rehovot, 
Israel (December 2003). 232 pp. 

Ariicles [see Annexes 1 and 51 
Z. Lerman and I. Stanchin, "Institutional Changes in Turkmen Agriculture: Impacts on 

Productivity and Rural Incomes," Eurasian Geography and Economics ,45(1): 
18-30 (2004). 

I. Stanchin and Z. Lerman, "Premises and Components of Land Reform in 
Turkmenistan," Proceedings of TIIIMSKh - Tashkent lnstimte of irrigation and 
Farm Mechanization Engineers, Tashkent, Uzbekistan (forthcoming,. [in Russian 
and Uzbek]. 

I. Stanchin and 2. Lerman, "Stages of Land Reform in Turkmenistan." Proceedings of 
Magtymkuly Turkmen State University (forthcoming). [in Turkmen]. 

I. Stanchin. "Principles of the theory of market economy,' Altyn A s y y  Ykdysad>?eti - 
Economy of the Golden Age, No. 3, pp. 34-40 (March 2003); No. 6. pp. 3643  
(June 2003); No. 9 (September 2003) [in Turkmen. Russian, and English]. 

R. Gluhih, M. Schwartz, and 2. Lerman, "Land Reform in Turkmenistan: Does It Work? 
International Business and Economics Research Journal. 2(2): 93-101 (February 
2003). 

Electronic publications 
2. Lerman and I. Stanchin. New Contract Arrangements in Turkmen Agriculture: Impacts 

on Productivity and Rural Incomes. http:~~depanments.agri.huii.ac.il economics 
lerman-main.html [see Annex 51. 

I. Stanchin and Z. Lerman. Agrarian Reform in Turkmenistan [selected chapters in 
Russian], hnp:~!de~anments.a~ri.huii.ac.il~economics~lerman-main.html. 



Project Productiuih 

It is the considered view of the Israeli principal investigator and the Turkmen co- 
principal investigator that all the project goals have been successfully accomplished. It 

I now remains to be seen that what extent the findings and recommendations \vill be 
adopted by Turkmen policymakers. 

Future Work 

Distribution of the report to policymakers in Turkmenistan and continued lobbying for 
the adoption of its recommendations is an important remaining task on the agenda for 
future work. The responsibility for this task will have to be shouldered by the Turkmen 
investigator alone. 

In Israel, the project is expected to produce in 2004-2005 a PhD dissertation (kmma 
Gluhih, "Agricultural Decision and Performance among Turkmen Leaseholders and 
Private Farmers") and an MSc thesis (Darya Zaslaver. "The Kew Role of the Peasant 
Association in Turkmenistan: A View through Financial Statements"). Both theses \\ill 
lead to journal articles. 

The Israeli principal investigator is synthesizing the project results and preparing them 
for publication in English in the form of a book. A preliminan. understanding has been 
reached with a commercial publisher in the USA (Lexington Books) for the publication 
of such a volume in their series Rural Economies in Transifion (tentatively scheduled for 
2005). Full acknowledgment of USAID support will be included and USAlD uill receive 
pre-publication copies of the manuscript. 

The experience gained in this project has enabled the Israeli principal investigator to 
develop and submit to USAIDICDR three proposals for future research \vork in 
Kazakhstan (CA23-044), Uzbekistan (CA23-045). and Mongolia (C24-007) 
Complementing the work in Turkmenistan, the three proposals focus on the impacts that 
agrarian reforms are having on productivity and rural incomes. If these proposals are 
approved, the Turkmen co-principal investigator will actively participate in the research 
work in Uzbekistan and Kazakhstan, sharing his accumulated experience with the local 
teams. 
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Institutional Changes in Turkmen Agriculture: 
Impacts on Productivity and Rural Incomes 

Zvi  Lerman and Ivan Stanchin' 

nomc Ltrerorum. ClasrCicauon Numbers QI 5 .018  024  6 lipurns 4 tablcr 10 rrfnenccr 

urkmen~stan 1s a huge country of 491,200 km'fhe fourth largest by area in h e  former T . ' .  . 
Sov~et Unlon (FSU) after Russia, Kazakhstan, and Ukraine. Yet it has a relatively small 

(but rapidly growing) population of about 6 million people, which puts it in the group of FSC 
"midgets" (Armenia, Georgia, Azerbaijan, and the Baltic republics) in terms of absolute pop 
ulation size. More than half the population (55 percent) resides in rural areas, compared to 
one-third for the FSU as a whole, bur only 5 percent of the country's agnculrural land (1.6 
million hectares) is cultivable, compared to 40 percent in the FSU. The remaining 95 percent 
of agricultural land in Turkmenistan is desen pasmres-33 million hectares fit only for cam- 
els and flocks of karakul sheep (Goskomstat SNG 2003). Thus, despite the vast expanses and 
the small number of people, the effective population density is very high. and Turkmenrstan 
suffers from the phenomenon of "agrarian overpopulation": there are only 0.5 hectares of  
arable land per rural resident, compared to the average of 2.3 hectares for the FSC. 

Prior to 1991, Turkmenistan's agriculNre could be characterized as a conon monocul- 
Nre. Half the cropped land was under cotton and the country, with a share of about 0.5 per- 
cent of arable land in the USSR, supplied more than 15 percent of total conon production in 

lRcspcctively. Rofcssar. Dcpurment of ApculRual  EcOnomtu md Managcmrnr Tbe Heb.v Untrmr). of 
J-Inn. Rchouot, lrracl and National lnrliluw of Slrlmncr and Infommn. Ashgab& Tllrtunmt~ln Ths  - 
is pan of a research project rupponed undcr G n n l  No. TA-MOC-98-CAI 7-01 1 of lhc C S  -1mcl Coopmr~rc 
Dcvclopmcnl Research Program. Econom~c Grouth. U.S. Agcncy for lntcrnalmnal Dcvclopmmt Thc &u m the 
ppcr dmve fmm official naunlcal rourcc.. a 2001 survey ofpnvatc f-m. md a 2002 r m e )  of l n x h o l d m  in 
pca~ant assoclalmtr Thc rurvcyr cncom-d 144 pnrsre fnnnm (14 pmml of h e  f-m reponlng ro Tvhmm 
rLllirtifal organs in 2 0 )  and 1.100 lcaxholdm (0.3 pcrctnt ofall luwholdm in the counv)l The pnruc f- 
were sampled at random fmm a national i s t  of aboul 1.000 farms rrponnng to rwmcal organs Thc lrrwholdm 
wcrc ramplcd by a No-stage pmccdurc: 110 peasant suoeiallons rm iclmted rt random fmm a NIIO(YI Itst of I92 
m l a t m n r  and 10 lcawholdcrs wcm thm ramplcd at nndom in cach -tanon Both run-r w m  c d r t c d  m 
face-to-face inlcrvicwr by mdcpendenl pnvrc inlcwlcwcrs urmg deta~lcd multl-pn qucmonnurrr The au- 
wish to thank anonpour rcvmwm for ws8ghtful commenu. 
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the Soviet Union (Goskomstat SNG 1994. Goskomstat SSSR. 1991 ). Because of its spectal 
role as a cotton producer. Turkmentstan was a benefictary of major investment projects 
destgned to increase the irrtgated area. The agrtcultural sector at that ttme was organtzed 
according to the standard Soviet model: some 600 large collective and state farms controlled 
the bulk of agricultural land, whereas the rural populatton culttvated in its spare ttme hun- 
dreds of thousands of small household plots on 55,000 hectares. or about 3 percent of tm-  
gated land (Lerman and Brooks. 2001 !. The farm structure has changed dramattcally stnce 
then, as independent Turkmenistan has begun to implement vanous agrarian reforms consts- 
tent with its interpretation of a market-oriented economy. 

CHANGING FARM STRUCTURE 

The main change in the context of the present smdy is the sh~f t  from collective farmtng 
to a more individualized agriculture.' The first stage (1990-1991) involved the dtstributton 
of previously state-held irrigated land to rural families. which more rhan doubled the total 
size of the household-plot sector to 133.000 hectares. The second stage (1993-1996) 
involved a national program for allocation of land to independent private farmers. who were 
allowed to engage in commercial agriculture outside collectivist frameworks. In 2002 there 
were more than 5,000 such private farms in Turkmenistan. operating on 81.000 hectares.' 
The third stage (19961997).  involved the transformatton of former collective and state 
f m s  into associations of leaseholders. So-called "peasant assocrations" (daikhan berleshif 
in Turkmen) were summarily organized by presidential decree to replace the traditional col- 
lective and state farms, and each association was instructed to parcel out i ts  large fields to 
individual leaseholders (typically heads of families). 

We view the creation of leaseholder-based associaltons as the most radical step of !he 
land reform program because of its scope. The r e f o m  aimed at household plots and private 
farms, however important, were marginal in terms of the amount of land encompassed. The 
transition to leasehold contracts, on the contrary, involved more than 350.000 rural family 
units and I .5 million hectares of arable land, i.e., practically the entire rural population and 
90 percent of arable land in Turkmenistan. The current StrUCture of the farm sector in Turk- 
menistan is summarized in Table I 

THE ROLE OF PEASANT ASSOCIATIOSS AND INSTITUTIOSAL 
ARRANGEMENTS FOR LEASEHOLDERS 

Initially. when peasant associations were created by fial in 1995.' they potentially 
offered yet another example of what generally is known in FSU as a "change of the sign on 
the door"-a formal organizational transformation u.ithout any substantive internal change. 
Yet the situation in Turkmenistan seems to be moving in the direction of genuine smcntral 

]For adcutlcd dtuvrrion ofthe lcgsl frsrneu-orl for th- changer and thc m p l m r n u u o n  ofref- lo 1995. 
see Lcrman and Bmoks (2WI): for an update through 2WI. rcc Stanchan and L-ln (20031 For a fswmanng. 
although not rnlmly objccuue account (m Engltrh) of mbmu ar urn Lm& Turtunmeya. rce MmE- (19991 

'The rlalirlrcr on pnualc fa rm~ng  in Turkrncnirlrn arc qulu unb!gvour ir of2002. lhnr u m  5.176 p n m c  
farmm accordmg lo land allocal!on rmordr. but onl) 1.81.' o l ikal ly mgmncd fumm and 868 "acwre f anned  
rcponrng lhe rrsulu of lhor opcnuonr lo lhc rule rlatlrl~~al organs (Smchm and L m .  ?W3r 

'Bsstc legirlalmn providnng for ihc c l t m m a l m  of m&tlonal collccllrc and rule farm md crubl~ihrnrn8 of 
pearant arracmllanr war adopled in June 199S.and lcauhold mabling rcwlut!onr ucrr adoped m DtcmSo I995 
Horcrcr. thc lranril~on to inIrafarm lcarchold rclalmr wlhm the r u m a t t o n s  bcgsn oni: ~n 19% a 3  tn rornc 
esscr in 1997 
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Table 1. Structure of the Farm Sector In Turkmen~stan. 200? 

Number Land. ha A\ eragc stze. ha 

Assoctatlons 587 33.900.W - 

Leaseholders 357.000 1.SW.ooO. J 

Peasant farms 5,200 81.000 16 

Household plolr 6lh.000 133.000 0: 

'All a r e a  arc approrlmaa 
blncludcr Darturrr 
'Arable land 
Source Stanchan and Lcrman. 2003 base6 on aficlal data from Ihe N a l l o ~ l  l~utvle of Swiaiii oC 
Turkmenistan 

change since 19961997. Although the number of associations (nearly 600) IS virmally the 
same as that of collective and state farms in the past. and they still legally connol most of the 
agricultural land resources, the associations, unlike the kolkhon and sovkho,7: have been 
transformed mto mere organizational shells, or umbrellas, for the farming operations of indl- 
vidual leaseholders, without significant commercial activity of their o w n  By 1997. assocla- 
tions were reporting virtually no "collective" sales: ail sales reported for staustical purposes 
through associations derive from the individual activity of their leaseholders. Funhermore. 
the associations have lost much of their fixed asset base (machinen. equipment. livestock), 
while inventories, receivables, and payables-standard s t p s  of commercial ac~ivit)--have 
dwindled almost to nothing." 

What is the role of the associations today? First, they are the "guardians" or  "administra- 
tors" of state-owned a ~ c u l t u r a l  land that is distributed to leaseholders for cu1ttvation.b All 
leaseholders interviewed in the 2002 survey reported that they had a land-lease conmcr with 
the association (Fig. I). Second, the associations are the authority responsible for matntain- 
ing rural infrastructure in the villages (similar to the role played by munictpalities in urban 
a r e a s t a n d  they receive a certain payment from the leaseholders (a  percentaee of produc- 
tion revenue) for these services. Third, and most problematic of all, they are the condu~t for 
transmitting state orders to the leaseholders and enforcing compliance. 

The continuing existence of state orders in Turkmenistan is a legacy of the Soviet cen- 
trally planned system. Turkmenistan has liberalized much of its apculrural  production and 
food trade, but the main strategic commodities--conon and wheat (as well as the much less 
important n c e t r e m a i n  subject to state orders. As in the past, productton targets for wheat 
and conon are assigned to large fanning units-peasant associations in this case: the assocta- 
tion manager divides the overall quantities among the leaseholders so that the full target IS 

met (or exceeded). The associations do not sell this wheal and cotton for their leaseholders. 
as a marketing cooperative would normally do in the West. Rather the sale contract is dtrectly 

. . . . 
bvcd on an examinsum of sgemgate financbsl rlalsmcnlr of farm irrorlatmns for Ihc pmod 1997-2000, file6 uiIh 
Ihe MinirQ of Agncullwc tn Arhgsbal Thc percentage change  urn ca1cvla:rd fmm trme me of balance-kt  
&fa in constam pnecr a f t a  adjwtmg the rcponed m t n a l  figurrr for mlrt~on 

'For Ih ls  reason. the pcarant asroccattom wah all thcx luvholdcri u. etlrnficd m Turk- rlatutrcr rr Ihc 
"sale rcctoi'i~nncad of Ihc 1- 'publlc" or "collrctlur" reclor uud in lhc pas1 T k  " p r u c  ucld mcludcr pn. 
v a e  farms and household plots combmed 
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Fig. 1. Contracts signed by leaseholders with staiesonmlled marketers and suppllm (percentage 
ofrespondenu). Source: Survey of leaseholders (2002). 

between the leaseholder and the state marketing organization, which sends m c k s  to collect 
the harvested crop and sometimes even tractors and combines to help with harvesting. The 
associations do not act as supply cooperatives either: leaseholden get all the inputs they need 
from state suppliers on the basis of individual contracts signed accordmg to production tar- 
gets. 

Finally, since the associations are neither markeren nor input supplien. they cannot act 
as credit cooperatives for their leaseholders. All financial uansactions in this system are han- 
dled by a state-owned agricultural bank. Daikhan Bank, which has a branch in every associa- 
tion, serving all the local leaseholden. The system is organized on the basis of"passbooks." 
so that very little cash changes hands. Each leaseholder's production quota IS recorded in the 
"passbook," which also shows the total credit for revenue that the leaseholder uill evenrually 
receive for deliveries of wheat and conon and the total debit for inputs that he~she is entitled 
to receive from the state. The revenue is calculated on the basts of fixed state pnces. whtch 
are adjusted every year but are always far below the world market prices.' The cost of inputs 
is also based on fixed state prices net of a hefty 50 percent subsidy for all inputs used in the 
production of state orders. The input debits, plus statutory management charges that go to the 
association, are offset against the revenue and the leaseholder keeps only the "profit." 

This highly bureaucraticized system applies only to state orden (i.e.. wheat, conon, and 
rice), but it is designed in such a way that the leaseholder must deliver the enttre output of 
these commodities to state marketers: otherwise there will be no credtt e n q  in the bank 
account to offset the debits for inputs. Commodities not subject to state orders, such as vege- 
tables, milk, or  eggs, are generally produced under different institutional anangemens on the 
family's household plot (not on the leasehold) and are sold in the nearby market or dvough 
occasional private traders: there are no state marketers to deal with * e x  commodlttes. and 
the association is not geared to provide cooperative marketing services. 

The complex system of relationships between leaseholders and various state organ- 
tzations is reflected tn Figure I, which shows the percentage of respondents in ?he 2002 
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Fig. 2. Structure of leaseholder family income (total income of surveyed leareholden was 13.4 
million manat). Source: Survey of leaseholders (2002). 

leaseholders survey who signed contracts with input suppliers, product marketers. and the 
bank. Over 80 percent of respondents are bound to the state by credlt and input suppl: 
arrangements. The percentages for marketing contracts are deceptively low, because lease- 
holders generally specialize either in grain or in cotton. The combtned frequency of conuacts 
with the Cotton Board and the Grain Board is accordingly around 100 percent (actually 
slightly more than 100 percent, reflecting the existence of some mixed gram conon iarmmg). 
This means that all leaseholders are bound by marketing agreements to the state. u -~ th  no 
independent commercial activity in the two strategic commodit~es. 

THE ROLE O F  THE HOUSEHOLD PLOT 

Leaseholders operate in a two-tier farming system. In one tier, they ha\,e 4 hectares of 
irrigated land leased from the peasant associations, where they grow mainly wheat or conon 
for delivery to the state. In the second tier, they have a small household plot of a b u t  0.25 
hectares on which they grow vegetables and keep some private livestock. The ourput from 
the household plot is in pan consumed by the family and in pan sold in the open market. 
without any intervention from the state. The income of most rural families thus includes cash 
income from the leasehold operation plus cash and in-kind income from the household plot. 
In the 2002 survey, these two components were evenly balanced and jointly accounted for 
75 percent of family income (Fig. 2). The remaining 30 percent represents w h  income from 
off-farm salaries of family members working outside the household, pensions, social maw- 
fers, etc. The household plot is thus a very imponant source of income for rural famil~es. 
accounting for more than one-third of total income in value of own farm products consumed 
by the family and in cash from product sales. The enlargement of household plors in 1990- 
1992 was thus a very imponant step for the well-being of the rural populat~on. 

PRIVATE FARMERS AND THEIR LASD 

In addmon to leaseholders and t h e ~ r  household plots. Turkmen agnculrure has another 
relatwely new component that began to emerge only in 1993 These are independen: pmate 
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Fig. 3. Share of culttvable land tn household ploLs and pnvate farms. 1999-2001. Source: Calcu- 
lated from Stanchin and Lerman (2003). 

or peasant farms that operate outside associations on land grants received directly from the 
state-not in the form of a lease from the association. The land in these private farms 
increased from zero in 1992 to more than 80,000 hectares in 2002.8 and i t  is approaching the 
total land area in household plots (130.000 hectares). There are 5,000 private farmers in 
Turkmenistan, and an average private farm is about I6  hectares-much larger than the aver- 
age leasehold in associations (4 hecfares). 

Yet there is a serious problem with the quality of land in pnvate farms. The declared 
government policy is to give private farms unimgated, uncultivable land and thus force them 
to reclaim desert land at their own expense. In effect, the government has reltnquished the 
responsibility for what was traditionally regarded as a public good in the Soviet era and today 
relies on private individuals to invest in land reclamation. The poor qualiry of land in private 
farms is clearly illustrated by Figure 3, which shows that in 1993-1995 cultivable land was 
only 3 W 0  percent of the holdings, compared to 80 percent in household plots. Yet it seems 
that the private farmers are doing exactly what the government intended: they are actively 
reclaiming desert land on their farms and the share of cultivable land has steadily increased 
60 percent today (Fig. 3; Stanchin and Lerman, 2003).9 The picture that emerges from the 
2001 survey of private farms is consistent with these national figures: among the respondent 
farms, 31 percent of the land was imgation-ready from the stan, another 37 percent was 
reclaimed by the farmers during their new tenure, and 32 percent is still unused and remains 
to be "opened" for cultivation in the future. 

OBSERVATIONS ON PRIVATE LAND OWNERSHIP IN TURKhlESlSTAZ 

Leaseholders receive land in use rights from the state through the intermediation of the 
local peasant association. The lease term is usually 5-10 years (according to responses from 



24 EURASIAN GEOGRAPHY AYD ECOYOWCS 

the 2002 leaseholders survey), but the production targets are set each year. The lease 1s non- 
transferable: if a family cannot farm, the leasehold revens to the assoclanon for reassign- 
ment. Private farmers receive land d~rectly from the state. Initially, the land 1s granted in use 
rights. but once the farmer has proved his willingness and a b i l q  to farm successhrlly iwthm 
two to three years), the land is transferred into "private oumership" and the farmer receives a 
special "land ownership certificate" from the authorities (sometimes directly from the Presi- 
dent).'Q 

We ad\,isedly refer to "private ownership." because the concept of pnvate ownership In 
Turkmenistan is quite different from the accepted notion in market economles. On paper. the 
1992 constitution of independent Turkmenistan recognizes private land ounershlp, yet the 
Land Code, which is the permanent law that interprets the constitut~on on land matters. elab- 
orates: "Citizens of Turkmenistan have the right to receive in private ownership nirh Ifferime 
inheri/ablepossession land for peasant farms and subsidiary household farms. . . . Those 
wishing to establish a peasant farm will lease land or receive land in private ou-nership >virh 
/he right o/li/etirne inheritable possession. . ."" Thus, private ownership is legally equated 
with lifetime inheritable possession-a traditional Soviet form of land tenure. "Prwatel? 
o w n e d  land in Turkmenistan is non-transferable: it may not be sold. given as  a gift. or 
exchanged; only short-term leasing is allowed under very special condit~ons. In practical 
terms. there is no difference between private farmers who get land in use rights and those 
who receive a "land ownership certificate" from the state. They have an asset that they can 
use, but not dispose of in any way. 

In addition to non-transferability, there is another unusual twist to "private" land oaner- 
ship in Turkmenistan. "Private" land ownership is granted conditionall?: and the state 
reserves the right to confiscate "private" land if the farmer's performance does not meet the 
expectations of the regional authorities (Decree, 1993). During the early phases of reform (up 
to 2000), the confiscation option was generally not enforced, so that both the number of pn- 
vale farms and their land holdings steadily increased. In January 2000, there were 7.066 pri- 
vate farms in Turkmenistan with 115,000 hectares. up from 750 farms with 28.400 hectares 
in 1993. Between 2000 and 2002, however, the number of private farms decreased to 5,176 
and the land holdings dropped to 81,100 hectares (Fig. 4). Thus. within w o  years, pnvate 
farms lost 30 percent of their land area: the state had begun to enforce A n ~ c l e  6 of the I993 
Presidential Decree, taking back "private" land from farmers who had not farmed actively 
(or satisfactorily) in the previous two years. This, of course, is an unthinkable polic)- in a 
market economy, yet in Turkmenistan policymakers justify its enforcement b!- the acute 
scarcity of cultivable land and the need to ensure that no cultivable land 1s left idle. 

SOME COMPARISONS OF LEASEHOLDERS AND PRIVATE FARMERS 

The most striking difference between leaseholders and private farmers is not in farm 
size (4 hectares in leaseholds versus 16 hectares in private farms): it is in the fact that lease- 
holders are subject to state orders whereas private farmers are allowed to p o w  whatever h e y  
wish. This is clearly reflected in the specialization of farms in the two groups (Table 2): 



LERVAX AND STASCHIS 

Fig. 4. Development of private farms: Number of farms and land in  pnvate farms. 19%-302 
Source: Stanchin and Lerman 12003). 

Table 2. Specialization at the Farm Level (percentage of 
respondents) 

Commodity Leaseholderr Pnvate farms 

Conon only 36 8 

Wheat only 50 43 

Conon + wheat 9 I5  

O t h e ~  S 34 

' P n m d g  livertak. 
Sourre: Survey of  l e a w h a l k  ( 2 0 2 )  and survey or pnvale 1- 
(2001). 

leaseholders produce either cotton or wheat, with less than 10 percent of farms producing 
both conon and wheat and only 5 percent have diversified into other commodities. Among 
private farmers, on the other hand, IS percent produce both conon and sheat .  whereas full>- 
34 percent produce commodities other than conon and wheat. These other commod~t~es  are 
largely livestock products, which are very seldom reported by leaseholders. Nationally. the 
product mix of leaseholders in associations is 85 percent crops and only 15 percent live- 
stock." Livestock production is concentrated mainly in the individual sector-private farms 
and household plots, where the product mix is diametrically opposite: 25 percent crops and 
75 percent livestock. 

The difference in institutional arrangements for leaseholden and private farmers is also 
reflected in different access to marketing channels. Leaseholders sell primarily to the state. 
which is consistent with their obligation to deliver wheat and cotton under state orders." 
Private farmers use different channels for different products (Table 3). Vegetables, meat, and 
milk-the products for which no state procurement exists-are sold in the open market. 
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Table 3. Sales Channels for Farm Products of Pmate  
Farmers (percentage of respondents) 

Cornrnod~ty Channel Percent 

Conon State 100 
Wheat State 7 1 

Market 2 1 

Vegetables Market 80-IW 
Meat. milk Market 80-90 

Soume: Survey of  pnvatc farmcrr (2001). 

Table 4. Leaseholders' Evaluatton of the Sltuatton under the Neu Leasehold 
Arrangements Compared to the Collecttve Past (percentage of respondents I 

Bencr than before U o m  than before 
S o  change 

the refoms the rcforms 

Mot~vat~on to work 85 I I J 

Standard of l~ving 72 23 5 
Future prospects 90 6 4 

S o u m  Sunc) of leaseholderr ( 2 0 0 2 )  

Cotton is sold to the state: in principle, private farmers have no obltgation lo sell to the state. 
but there are no alternative sale channels for conon (direct expons are prohibited) and they 
are obliged to sell to the state conon board. Wheat is agatn in a different category: the state 
takes approximately 70 percent of the harvest, but a respectable 20 percent is sold through 
alternative channels. There is a very clear lesson behind these numbers: if producers are 
given an oppomnity to choose beween marketing channels, they will Indeed exercise their 
right of choice, presumably optimizing sales income. 

Despite the state orders and the constraints on individual choice. leaseholders appear to 
be quite happy with the new arrangements (Table 4)." Most of the respondents in the 2002 
survey reported an increase in their motivation to work (compared with the situation in the 
former collective) and an improvement in their standard o f  living. Practtcally all of the 
respondents are optimistic about their future prospects under the new system. It can be 
argued, of course, that attitude questions of thts kind would never elicit a truthful answer 
given the socio-political environment of Turkmenistan and local cultural Radit~ons. Yet we 
do observe respondents that report indifferent and even negative views of reform outcomes. 
The enthusiasm in the first column of Table 4 may be exaggerated, but given the large stze of 
the sample, positive views cannot be dismissed as torally spunous. In terms of popular an,- 
tude the agricultural reforms appear to be a success. 

OUTCOMES O F  AGRICULTURAL REFORM 

Proper assessment of the impacts of agricultural reforms requires detailed compansons 
of the performance of the three institutionally different components of Turkmen apnculture: 
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80, 

Fig. 5. Peasant associations and individual farms: Share ofagricul~ral ourput and arable land. 
1997-2001. Source: Calculaled from Stanchin and Lerman (2003). 

leasehold farms, household plots, and private farms. Unformnately, neither national scatistics 
nor our surveys provide the full information necessaty for this kind of analys~s.  Sational 
statistical data only enable us to make a crude performance comparison beween the "associ- 
ation sector" (i.e., leasehold farms) and the "individual sector" (mainly household plots. but 
also private farms). The results of this comparison are presented in Figure 5.  where two 
features are worth noting. First the share of the individual sector in agricultural output 
increases over time, while the share of the associations decreases despite the transition to 
leasehold arrangements aRer 1996. In 1997, the first  year of the main f a rm-sauc~re  reforms, 
each sector accounted for one-half of gross agricultural output. Ftve years later, In 2001. the 
individual sector produces 75 percent of agricultural output, while the asrociatlon sector is 
down to 25 percent. 

Another noteworthy feature is the ratio of output to land in the rwo sectors. The individ- 
ual sector (household plots and private farms combined) control about 10 percent of cultiva- 
ble land, on which they produce 75 percent of total output. Association leaseholds account 
for 90 percent of cultivable land, and yet they produce only 25 percent of total output. The 
relative productivity of land in the individual sector thus appears to be 27 times higher than 
in the association sector.'* 

Neither feature is unique to Turkmenistan. Similar trends are consistently obsewed in all 
former Soviet republics, where in line with accepted theoretical consideattons we tend to 
attribute the performance differences to different ~ncentives for individual farmers and 
workers of former collectives. Yet the institutional setting in Turkmenistan IS unique in 
that the former collectives have shifted to individual leasehold arrangements. As a result. 

"The actual productwiry gap is probably rmallcr than *~hw we measwc on thc basts of nu output md 1 4  
rharrr. becaw household plou are knoum lo bc w n g  mwc land lhan a ollicmlly w n e d  icg. commml lrnd or 
land in informal tenwe arrangerncnu). Moreover. land IS lust ow of thc fxuorr of pmduraon ud hngh pala po- 
ductivtry of land doer not ncceuanly imply hngh ptoduct~n~ ol&  rnltnr b d l c  of lnprlt innclud~ng. fw I-.. 
anrmal f s d  %phoned from the "rallecl~uc" farm) U'hllr pmductmw of land s o k c d  to r,be h,phn m ihc m61vtd- 

ual =tor in all CIS counmn. the JUT Ir rldl out rcgardrng 1-1 factor pmdumwy md many -hm ;ontmw 
to rludy thlr tntcrcrlmg sruc lxc. e g .  L m n  ct 1.. ?@XI 
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Fig. 6. GDP, agricul~ral ourput. and agriculrural labor. 199C-2002 (1990 = 100). Source Aurhon' 
calculations from data provided by the National lnstttule of State Statimcs and Informatton of 
Turkmenisran, Ashgabat. For full time sencs see hnp:::depammts.agn.huji.ac.il economics l m -  
main.hunl (click on "Statistical Database of Transition Counmes"). 

leaseholders presumably face incentives that are much closer to the incentives of individual 
producers than the incentives of workers in former collective farms in the rest of the FSU. 
We would have expected the leaseholders to achieve productivity levels that are much closer 
to the individual sector and thus give a strong boost to Turkmen apcul ture .  This obviousl? 
has not occurred thus far. 

The only possible explanation, in our view, lies in the sharp differences in the tnsttru- 
tional production and marketing arrangements between the indtvidual sector and the lease- 
hold sector. Individuals are free to decide what to produce and how to sell. and md~vidual 
farming is flourishing thanks to private initiative. Leaseholders are smctly bound b>- state 
orders on the relatively large areas that they receive from the association, and there IS not 
much room for private initiative. It is particularly important to note that the second tier of 
leasehold farming-the household plots-is not subject to these resmctions and household 
plot production seems to be flourishing (as pan of the indtvidual sector statistics) while the 
association sector is struggling. We hope that future work will enable us to disentan_ele the 
performance of leaseholds and household plors in the same rural families panictpattng in the 
ZOO2 survey. 

Switching to a still broader national view, we see in Figure 6 that both agriculrural out- 
put and GDP declined sharply after 1990. Some signs of recovery appeared in 1997-1998. 
after the introduction of significant reforms in agnculture We would hope that the mciptent 
recovery is indeed linked with the impact of agr~cultural reforms, but only the future will 
indicate whether this is the case. Figure 6 incidentally reveals another imponant feature of 
rural Turkmenistan: the labor force employed in apculrure has steadily tncreased over ttme. 
both because of high natural increase of  the rural population and because of lack of alterna- 
tive employment opportunities outside of agr~cuiture. The combmed effect of tncreastnz 
labor and decreasing agr~cultural output has resulted in a dramattc reductton in the overall 
productivity of Turkmen apculture.  
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The changes induced by farm-structure reforms are also reflected in sectoral output. 
Individual farms emphasize livestock in their product mix to a much greater extent than asso- 
ciation leaseholders, and the sharp increase in the share of tnd~wdual farms in agncultural 
output has led to an overall increase in the imponance of hvestock. The share of I~vestock tn 
the total value of agncultural ourput increased from 50 percent in 199' to nearly 60 percent 
in 2001 (Stanchin and Lerman, 2003). The share of crop production dechned correspond- 
ingly. reflecting the decline in the contribution of the wheat- and cotton-producing assocla- 
tion sector. The crop mix also has changed dramat~cally over the past decade. as pres~denual 
policies began to emphasize grain production in the interest of self-sufficiency (Lerman and 
Brooks, 2001). Areas cropped to wheat quadrupled from less than 200.000 hectares in 1990 
to 800.000 hectares in 2001-2002. The increase in land under u,heat was ach~eved by reduc- 
ing fodder crops, while cotton. Turkmenistan's export staple, continued to be culttvated on 
600,000 hectares throughout the entire decade. 

Wheat yields do not appear to have suffered as a result of the relentless expansion of the 
areas cultivated to wheat: they have remained at a level of about 2 tonha durtng the enttre 
decade and wheat production grew proportionately to the increase in cropped area (from 
about 0.5 million tons in 1990-1991 to 2.0 million tons in 2001-2002). Conon productivin. 
on the other hand, was adversely affected by deteriorating dramage and rising soil salintty. 
which depressed irrigated conon yields from more than 2 tonha in the early 1990s to about 
1.5 tonha in 2001-2002. Conon production therefore declined from a peak of nearly 1.5 m ~ l -  
lion tons in 1990-1991 to about 1.0 million tons in 2001-2002. Cotton thus has lost its 
monoculture status in Turkmenistan: i t  has been overtaken by wheat, which is now the domt- 
nant crop in terms of both cropped area and physical output (Lerman and Brooks. 2001; 
Stanchin and Lerman, 2003). These changes, however, were driven by government self- 
sufficiency policies and deteriorating soil conditions, they are not directly related to market 
forces (such as changes in world prices for wheat and cotton) or farm-structure reforms dis- 
cussed in this anicle. 

CONCLUSION 

Turkmenistan has implemented significant reforms in agriculture. increasing the size of 
the household plot sector, enabling the emergence of independent prtvate farms, and most 
importantly individualizing to a certain extent the production arrangements in former collec- 
tive farms through the introduction of leasehold contracts. Yet the policies underlying these 
reforms can only be characterized as incomplete: state orders are rerained for the main cash 
commodities (cotton and wheat), the producers are generally bound to monopolisuc state 
marketers and input suppliers, and the independent private farmers who are relattvely free 
from these constraints receive land of very poor quality that requires major tnvesrment m rec- 
lamation. It is not surprising that the performance of the new leasehold sector is far short of 
its potential and the new independent farmers are stmggling to survive against all odds. 
However. despite these political constraints, the reforms are finally begtnning to have some 
positive impact, with agriculNre slowly startlng to recover from !he initial transit~on-induced 
decline. 
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Land Reform In Turkmenistan: 
Does It Work? 

Rimma Gluhih. (E-mail: r~luhih@bpumail.brm.ac.il). BcnGurim Univmiw of the Ncpev. i s~e l  
Moshe SchwarU. (E-mail: ~oshcw@bgumail.bgu.~c.il). &n-Gurion ~nivurity of tbe Ggcu. 1-1 

Zvi Lerman. (E-mail: lerman@ngri.huji.nr.il). Tk Hebrew Univmity, 1-1 

Turkmenistan is one of the 25 former socialist countries in Europe and Central Aria that an- 
barked on a transition from plan to morhxt in the eorly 1990s. In ogricuhre. the ~nnr i t ion  was 
expected to improve the productivity of the chronically ineflcient collrcriw fanning inherited 
from the Sovier era Impmvemnts were to be achieved through the transfer of lond and assets 
from coUecrive famu to individual operators, in line with the esroblishedpm~n'cc of agriculture in 
mrka economies. This study examines the progress of ogriculturol reform in Turbnenistan by 
focusing on [rind distribution, farm structure transjorm~on, and changes in production pnncmr. 
marketing, and farm performance. The study is b a d  on a survey of 143 private fanners con- 
ducted in Turkmenistan in 2000. Preliminary results indicate that, &spire fairly generous &a- 
tion of land to individual farming, no ~ i g n i f i a ~  performance improvmrcnrs have been achieved 
so far, primonly because private farmers operate under severe env i ronme4 imfiarrional and 
political constraints. 

1. Overview of Iand Reform in TurLmenistan 

Turkmenistan is a highly agrarian counuy, over half of the population is d. and 44% of the labor force is 
employed in agriculture. Agricultun is the second most important setor  in the Turkmm cmmmy a f w  the oil and 
gas industry. The territory of Turkmenistan is largely desert with irrigated arable land constituting less thpD 4% of 
the total. The most important cash crops arc cotton and wheat; cotton is exported aftu pratssing into f i k  while 
wheat is consumed domestically. Turkmenistan also produces livestock, as well as huits and vegetables for dotmstic 
consumption. 

Rior to the declaration of independence in 1591. Turlonenistan was one of the leas developed republics in 
the Soviet Union and its agriculture w a  based on muon monofultun. Afta 1991. T- began raising 
wheat production, to reduce its dependence on food impom fmm fomvr Soviet republics. arhicb also hd baoom 
independent states with independent interests and trade poticies (Lamao and B m k s  1598). 

Turkmenistan is dh? only country in CenWl Asia in which the post-Sovia cwstiturioa formally m u p z d  
private land ownership. The Constitution, however, only sets gcnuaf pri~ciples. while the defmition of ownaship as 
well as practical implementation arc left to laws, presidential d m .  and government ~solutiom. As a resulk the 
actual rights of landowners in Turkmenistan arc similar to those of landholders in 'lifetime inheritable possession- 
according to the Soviet Civil Code in the pre-1990 en. Although land nccived for private fanning is cLassifKd as 
privately owned. it cannot be sold. given as a gift or exchanged. In addition if privately 04 agricultural lard is 
left uncultivated, the owners may lose their private property rhrwgh adminiswtive measures (Lennan and Brooks 
1998). 

Prior to the adoption of the new C~IIStituti~n of May 1992, all land in Turlnrnistan war ~ - 0 w n e d  Ova 
95% of the arable land was permanently used by 576 large-scale farms (1 5WZS00 hectarrs on h e  avcrage) and 
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around 2% were allocated in lifetime inheritable possession to rural households (less d m  0.2 h e m  on the ava-  
age). The latter produced 20% of gross agriculNral product. Land reform srarted in 1993 with the conversion of 
household plou fmm inheritable possession into private ownership. At the same time virgin and m u t i l i d  land was 
transferred fmm the State Land Fund to private ownership and long-term leases (10-99 years, mavlly 10-20 yars) of 
individual fanners. 

The agrarian reform pmgram in Turkmenistan combined the recognition of the acknowledged buKfits of 
individual farming with the deeply rooted socialist belief in economies of s a l e  and in the associaled central mrml 
lools (for details see Lerman and Brooks (1998, 20011. Mkryuchyan et al. (2000). and O'Han (1997)). In aacor- 
dance with these principles, in 1995 the traditional collective and state farms w a e  reorganized into 570 associaurns 
of leaseholders (daikhan berleshik. or peasant associations). Eaeh leaxhoider was docaud scate-owned arabk land 
for individual production within the umbrella of the association. Y u  the govanment mainlaird s t a ~ ~  prmucmmlc 
orders. especially for the two strategic commodities - c m n  and wheat. supplementing it with an exunsive system! 
of s u b s i d i i  inputs and credits. The leaseholders w i v e d  land for individual pmdwt~on. bur no fnedom of d d - . ;  
ing what to produce. Legislation passed in 1996 facilitated the leasing of land from peasant associations to lhciu 
members, and in the following year there was a dramatic shift from collective fanning in the wocivions lo member 
leasing. The majority of association farmland is now leased to memben. Aftcr a twc-year pobation period farmrs 
may be given full ownuship if the land has been usad prcducrively. By contrast. the lease may be revoked if Lnd is 
not used productively. .. 

2. 
In a parallel slrand of reform. Turkmenistan C O C O U I B ~ ~ ~  IIK esrablishmmt of Ioulled peasant ( d a b ) <  

farms - independent family farms operating outside associations and enjoying rehive medom from surc ordas.' 
This freedom, however. had a price: the private famvrs w m  given virgin land in rbc deM a d  q u i d  to 
convert it by themselves into productive itrigaud land within two ycan. Land quality was inmdcd to diffemciace 
private farmers from leaseholders, who received irrigated land within the bounds of lbeir wocivim. While che 
conversion of f o m r  collective and state farms into lcaxholder associations was a unique Turkmen pmadurr (with 
some analogies observed only in Uzbekistan). the creation of peasant farms outside traditional collectivist fnm- 
works is a general agrarian reform sbategy used in all f o m  Soviet ~publics. 

The present article focuses on the peasant farms of Tukmnktan. It is bared on tbc &IS of a survey am 
ducted in 2000 on a sample of 143 peasant fannas in four of the five adminisaadve regions T u b m i s u p  Afm a 
general discussion of the emergence of private fanning in Turkmenistan. we present a prclrmiDsry d p i s  of survey 
findings and try to answer the question posed in the t ik :  Does land reform. as repmented by the ocw s u b s a w  of 
private f m ,  work in Turkmenistan? Figures and tables given without an explicit sounx arc b a d  oo crigural sur- 
vey data. 

The creation of private farms in Turbncnistan was mabled by legislation d o p e d  in 1992-1996. Accading 
to the 1993 prcsidcotial decree, Turkmen citi?.cn could apply to receive witbwt any payment up to 50 tu of Id in 
private ownership for individual commercial farming. This land. however. was n~ oeoess.rily urMc a irrigatd 
The presidential decree specifically stipulated that local authorities would allocate land plots f a  individual awmr- 
cial farming from m e  lands. virgin lands, and lands not used by f m  eotapiser (which iwc becmr pmsaoi u- 
sociations). 7hc new fanncrs Wek thus expected to "open" virgin lands by their own effons and using cbeir oam re- 
sources. Yet the new farmers were in the danger of losing their land if they failed to stan fanning - 
within two years. The stipulation was pmbably unrealistic. given the tremendous diiiculties tb.l individuals would 
face in "opening" virgin lands and providing irrigation in the duat Nevarhcless. such 'opmingg of virgin lmds by 
private farmers since 1993 (1 15.000 hecmrcs. or 0.3% of all agricultunl land) sccouau f a  pur of tbc amdmbk 
increase in the irrigated a m  observed during the r m n t  years. The hardship associaled with allmtion of virgin 
lands was partially offset by exempting peasant f s m r n  fmm taxation for the fm five years and making rhan eligi- 
ble to receive credit at low intemt rates much below the ratc of inflation. 
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Of the 115.000 hectares b a n s f e d  to peasant farmers as of January 2000.90.200 heeares are in private 
ownership and 24,800 k t a r c s  are in long-term leases. The fasmt pace of land allocation to peasant farming was 
observed during the first three years after the 1993 decree: 93% of land in private ownership and 59% of the land 
under long-term leases was allocated up to 1996. During 1996-2000. the land allocated in private owncnh~p io- 
creased by a mere 700 hectares and the leased component increased by 8.800 hemares (F~gun 1). 

According to land records, there were 7.066 peasant farms at the end of 1999. Howeva. only 2.039 farms 
were registed with the state statistical agencies. and 1.103 pmvided rrpons about rhei activity. These 1.103 pear- 
ant farms are the actively producing component of 
the private farming sector in Turkmenistan. and the 140 
143 peasant farms included in the survey re-present 
13% of the repon providers. 

The threat of losing land if it remains un- 
E loo 

cultivated for more than two years is quite real. In $ 80 
0 total. peasant fanners have lost nearly 25 thousand 
r M) 

heccans due to failure to meet the stastup condi- $ 
tions. ms happened because in many cases the 5 40 
land received from the state required significant in- 
vestment due to poor quality and remute location. 
and not everyone had the necessary financial and 
technical m u r c e s  for developing this land. ~ l ~ d L D d . I l o c l m o l o r a u U m . I p r l ~  

lvnn (bad m omdd P.tlrtb). 

3. Peasant Farum h the Sarvey 

The survev orovides farm-level information about murccs and farming rtivities. as well rr (bc 
graphic profie of &e'familics of peasant fanners. 

The overwhelming majority of farmcn in 
the survey are aeo (95%). The average farmcr is 
48 years old, while the average age of all family 
members is about 30. The mean family size in the 
sample is 5.6 p e m s .  I h e  educational anainmnt 
of farmers is quite high: 58% of respondents report 
higher education and only 5% have less than 10 
years of schooling. This is in a dramatic connast to 
the rest of the rural popuiation. where m r d i n g  to 
a parallel survey only 10% Rport higher education. 
while 85% have secondary school background 
(Lennan and Stanchin 2001). Men gemrally have a 
higher educational attainment than women in rural 
households. Figure 2 shows clear gender differ- 
ences in b e  level of education between mn and 
women in fanuen' families: most women have 
secondary education. while men generally continue 
to q u i r e  s o m  higher education. 

About 56% of the farmers surveyed previously worked in a farm enterprise (a mllcctivc or s(a~c farm); the 
rest worked in industry or services outside agriculture. Farmers bad beld relatively high positions in their f- 
jobs: 65% of respondents had had managerial or professional jobs, 10% described themselves as qualified worlas. 
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and 15% as administrative staff in their previous position. Private fanners thus bring with them a rich agricultural 
experience and a high educational attainment to their new occupation. 

The land allocated to private farmers is usually far fmm the village, ofun in the middle of IIE desa As a 
result, only 14% of respondents live with their families on k territory of the farm. while 57% continue to live in h e  
village run by the peasant association with which the farm is administratively Linked and 29% arc domiciled in 0 t h  

villages or townships (Table 1). The rural housing is generally deficient in basic amenities. Nearly half the rrspoo- 
dents have no running water. no electricity. and no gas in the house. Electricity is ~poned by 30% of private farm- 
en, gas by 1296, and running water by 4% only. 

Farms using F m  using I Allfm I ownlud I I d M  
On the lerritorv of the farm 14.1 22.4 I 8.3 

Among the 143 farms surveyed. 60 had land allocated in privak ownaship and 83 war  using kzred had. 
None of the farms repwted using both own and I d  land. This essentially is a mflectioa of the &g inrtitu- 
tional arrangements for land allocation in Turkmenistan, where the dsisioa on wh& land is given in privau 
ownership or leased docs not depend on ihe applicant it is decided by government land Pumorities m the W s  of 
certain political consi&rati00~, which an torally wn-transparrot to outsidas. 

I" the village &ihc -t association 
In lnocher village 
In the district cmta 
Ocher 

Farm sizes varied from 1 hectan to 370 hcctans. but most farms (88%) did nM u c d  50 hmans. which 
is the legal limit for privately owned land. Farms based on own land averaged 19 hscanf whaear f m  using 
I d  land reached larga sizes. avaaging 39 hecrares. Most of the land is amble (68%). with 0.2% under prrnoipls 
and 27.5% in pasam. Other land constitutes 4.6% and is not used actively. 

Land allocated to peasant farms was classified in thra quality categories: 1 - land of utisfmory @ty 
prepared for cultivation, 2 - land prepared for irrigation but muiring funher amlioratim. aod 3 - qmpad 
virgin land In line with existing legislation. a large sham of land allocated to farmas in the survey was uopcpaed 
virgin land from state rrserves. which q u i d  a large invesmrnt in impmv-t and a m d i ~  hrmcn receiv- 
ing land in private ownership ended up with much morc virgin land farmers wbo weat givm i.ld in Img-term 
lease F~gure 3). Officials pmbably give the wont  land in private oammhip. while for the tim being mpiaing bet- 
ter lands in the slate rcrcwe. 

57.0 
6.3 
19.0 
3.5 

~ ~ 

37.9 
8.6 
27.6 
3.4 

4.8 70r2 I 
13.1 
3.6 1 
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In general, farmers were satisfied with the quality of land they had received, a lhugh  amelior&ve i m  
pmvements were required for 61 % of land received in private ownership and 22% of arable land given in long-term 
lease. Land improvement normally involves leveling rough native terrain, moving large volumu of sand rmcting in 
equally large volumes of fenile soil from afar. and providing irrigation ditches or pipes fmm relarively dismt water 
sources. The average cost of development of I heccarc for the farmers surveyed was about 650 th-d mms' .  
i.e.. $125 at the official rate of exchange and about 530 at the free-market rate. This is about one-third of the annual 
net profit per hectare of cotton. but more than two ycan of profits from wheat production (see Table 5 below for &- 
tails). In spite of the investment so far, half the arable land in the sample still requires radical improvemmt This war 
reported by 72% of respondents, but only half the fanners said they could afford the cost of land impmvarrn~ work 
in the coming 3 years. The main obstacles for impmvement are lack of money and machutery (two-thirds of m p -  
dents who would not be able to invest in land impmvement). 

Less than half the respondents r e p o d  cultivating their entire land holdings. Tbc main reason for 
underutilization of land is lack of means for land dcvelopment as repmcd by 41% of respondents. Among otha 
reasons, 19% of fanners noted difficulties with access to farm supplies and machinery, 25% complained about 
absence or imgularity of irrigation. 

3.3 Irrigation 

Under the prevailing clbmic conditions in Turkmenistan, irrigation is indispensable to agriculture and it 
was developed extensively throughout the cultivable pans of country in the Soviet times. Surface irrigation remains 
the dominant technique, allbough micro-irrigation is being introduced on an expairnatal scak (in 1994. micro. 
irrigation covered a mere 400 hectares, or 0.02% of total irrigated area) AU the main canals. major pans of h e  inter- 
farm and inm-farm irrigation networks, and all the coUector and mainage networks are above rhe grotnd With such 
irrigation systems. water loss is up to o m - f f i  of the intake due to seepage and evaporation (Orlovsky u al. 2001). 
Yet practically all the respondenrs (97%) consider furrow irrigation as h e  mosl  effective &od. piubabty beau 
they do not h o w  any other irrigation methods. 

All private farms have access to an extanal ir- 
rigation network or at least to local water sources. Thus. 
62% receive water fmm man-made irrigation networks. 
30% of farms irtigae rhei fields from wells, rivcrs. or 
other local water sounxs, and 8% access other water 
sources. The distribution of water s o u m  is different for 
farms based on own land and farms using leased land 
(Table 2). These differences may affect the quality of 
water (salinization. contamination). 

Although all private farms have access to wa- 
ter. only 20% of farms repon receiving waur on time 

T ~ b k 3 A e t l u l ~ b p r r m d c ~ m  

I 
'h micd oumrrcy. he mnnat. w u  intmduccd in November 1993with br i W  rue 10.5 la I  he d v .  h 

and even then much less than the rrquinsd nonns (Table 
3). It is hard to expct  high yields in the &sen under 
such conditions: expert e s W s  show that duct ion of 
watering by 10%. 20%. 30%. 40%. or 50% d u c c s  m p  
yields by 4%. 9%. 15%. 24%. or 3646, respectively 
(Khamidov u al. 2001). Farmers try to cornpenrate for 
these shortages by using mherd id  watu fmm drain- 
age collectors. lakes, and ground souras. Irrigation with 
saline water worsens soil quality and dcp- crop 

Ftmrn 

C,, - 
Vcgeubla 
~ l f i l f a  
Cudens 

V i ~ ~ e y u d  

Aufums 
hrmcn 

55.0 
55.0 
67.6 
63.3 
M.7 
90.0 

I I J i ~ o s m  min, 

I;ld ( ~ l r a d  
75.7 50.3 
M.O j s.4 
71.8 
683 
MJ 

$8. I 
S . 0  
9. l 

100.0 1 60.0 
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yields. At present 80% of Turhnis tan ' s  irrigated soils are saline. and salinization reduces ourput by 40% (Khaki- 
mov 1986). During fall-winter, special activities arc required to flush the salt fmm the soil. 

No private irrigation schemes exist in Turkmenistan. All are managed by a sme agency. and they arc gen- 
erally larger than 10.000 hectucs. having been originally designed and built for large collecfive and state farm. 
Among the respondents in the survey, only 6% o m  their irrigation equipment and 6% arc respoasible for mainlain- 
ing the irrigation network. Water is allocated to each farm on the basis of standard aup requiremass. If a fann u- 
ceeds its allocation. a fine is applied. based on the e x m s  water usage. In 1995, the fine was 0.503 manathn'. or 20 
cents per 1.000 m'. This is a symbolic charge that does not reflect the d value of wruer. Mormva. tbc f a  is 
hardly ever applied. because the inefficient and insufficient irrigation prevents f- fmm rariving even (hc 

minimum amounts of water. 

Ractically all peasant farmers engage in crop production (Table 4). Livestock is reported by a much 
smaller pmportion of farms: less than 20% of respondents have mixed croplivestock fanniag, a d  only 5 9  spsial- 
ize in livestock without any cmp production. About 80% of farms grow wheaf. alchougb wheat production is sub- 
stantially less pmficable than cotton (Table 5). By contrast. among leascholdas in peasant arsociations (fama col- 
lective or state farms) surveyed in a previous study (Lcrman d Brooks 2001). 80% grow amon and d y  20% 
grow wheat Authorities do not explicitly prescribe what private farmem must produce. arbik tbc podufMm spe- 
cialization of leaseholders in peasant associations is strictly contmlled Howeva. mttw cannot be grown w i h r  ir- 
rigation. whereas many private farms established on virgin land still suffer from sbonage of wafer. Farm using 
leased land have bettcr access to local warn sources. such a.  wells and rivers (see Table 2). whicb arc more reliabk 
than the poorly maintained man-made irrigation networks. B m a  scaess to watu probably uplains the higher ceo- 
dency of these farms to grow muon (Table 4). Conon pmduaioo also requires ten tims more labor pa ton than 
wheat (Gucbgeldiev 1999). which may be a barrier to the adoption of conon in family-based pivau f m .  

Yield to& 
Gross wtplt lhwsand ton 
Revenue. billion manat 
T d  costs. billion maM( 

Totnl profit billion manat 
Cosllpcr I t~&fhousPndrmnat 
CosuprIhaurc.thouJiandmnnat 

S o l m r :  Laman and Stanchin. 2001. 

Livestock production (whether specialized or as pan of mixed farming) appears to be more widespread 
among farmers using o m  land than among those with leased land (see Table 4). Yet the average caule herd is much 
larger on farms using leased land: 41 head of cattle cornparad with 18 head of c d e  for farm oprating on o m  
land. The opposite is m e  with respect to podby. which is more popular among f- opaatjng on own l ad .  61% 
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of the o m  farms versus 24% of leased farms. The average flock is also much larger - 638 chickm in farms with 
o m  land versus only 49 in farms using leased land. Sheep and goats. the eaditional animals in Tukmzaiuan. ~ T C  

r e p o d  by less than one-third of farmers with livestock (8% of all farms surveyed). Livestock productivity that 
emerges from survey data is very low (Table 6) and it is generally comparable with the pmductiviry rep& by 
leaseholders in peasant associations, who achieve milk yields of about 1.200 kg p r  cow pa year and egg laying ca- 
pacities of about 70 eggs per layer per year (Lerman and Brooks 2001). 

The various m o n s  given by respondents for not going into livestock prodmion mainly reflect capital 
constraints. Thus. 68% of farmers lack the means to purchase animals. 54% lack facilities for keeping bvestock and 
poultry. and 38% experience difficulties with machinery and purchased inpuls. 

Farms using o m  land 

The private fanners show a high d e p  of commercialization. Most of the o u p t  is sold This includes 1I1 
the waon. 85% of whear 90% of grapes. and about 60% of livestock producdon (milk. mpl. and eggs). On rhc 
other hand, more than half the output of veguables and melons are wnsumed in the household. 

3.5 Farm Services: Marketing and Input Supply 

Until 1996 all agricultural services, including input supply, processing. and m m b h g .  wrc ibe rcspoari- 
bility of the Ministry of AgriculNre and Food. After 1996. the rtrponsibility for h e  main farm suvices arar crms- 
femd from h e  Ministry to a number of autonomous stateantrolled s a v i a  organizations spcialuing in various 
farm-related services. Among thcse parastatals, Turtuncwbakhyunat is mponsibk for the p v i d m  of dl rervias 
related to the use of machinery, Turkmmpagta provides inputs for cotton pmduction am3 is ~ s p w s i b l e  for cotroa 
marketing, Turkmcngalla is the wheat purchasing agency. and Turhnmmallary controls livenock-rrlucd oavias 
(including actual ownmhip of some sheep herds). In addition to managing the flow of scrvim to indepodcot peas- 
ant fanners and to leaseholders in peasant associations. these organizations also collect Q s a c  s u b s i i  mPl allow 
farmers to pay only half price for all inputs. such as W~IIEIY. seeds. fertilizers, and herbicides. 

Although private famrrs have never been subject to any starc orders for rhc podudim of rvbat md ax- 
ton, they w m  originally obligated to sell these smategic c o d t i e s  to the two parauauls. TurhncngaUa d 
TurLmnpagta, which paid prices far below world marku prices, while at the same time subsidizing 50% of input 
costs. In the late 1990s. producers received only about 40% of the marlrct value of chei wbear and ccuoo. whik rhc 
input subsidies offset between one-third and ooe-half of this mgMive diffacnoe (Laman and Brodrs 2001). Agri- 
cultural p m d u a  in Turkmenistan an thus heavily bxcd by the govanment's price policies. S i a a  June 1996. pri- 
vate farmers are allowed to sell wheat and muon at freely negotiated p r im  on the Starc Commodity Exchange .ad. 
in the case of wheat, also in the open marlrct. However. such free sales involve forgoing ih+ input subsidy. Table 7 
shows that only a small percentage of respondents channel their wheat and wnw sales thmugh the Commodity Ex- 
change. and most sales continue to be directed to thc parastatals, presumably in rhc in- of reeuriog Q substan- 
tial input subsidies. Nevertheless. over 20% of wheat sellen  port selling their grain in the open marku, which is 
also the main outlet for the unregulated products, such as vegetables, meat. and mi&. Since most conon and wheat is 
sold thrwgh parastatals, over 80% of producers complain that the prices they receive me loo low. Many also mm 
plain about delays in payment by the marketers (75% of cotton poducers and 44% of wheat produoerr). 
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Many of the fanners who w i v e d  land from the state did nM have the necessary farm m a c h i i  and gen- 
erally could not afford to buy it. Half the fanners surveyed acNdly o m  production aye& of ooe kmd or another tn- 
cluding machinery and quipment. farm buildings, and other. Own machinery is Rponcd by 35% of famm: 30% 
of respondents own tractors. and 12% own m k s .  The average farm has 1.1 units of mactumy of any kind. and the 
area serviced by one unit is 19 hectares. Thc available own machinery is not suficient for aaual farm WAS. Most 
farmers, both with and without own machinery. purchase mechanized field services and trp~sport services from out- 
side sources (Table 8). As a result. despite the limited s p d  of machinery ownenhip among fumrs. p r a a i d y  
everybody has access to machinery services through rental arrangemenu with paranatals and even private service 
suppliers (Table 9). 

T.Me7Ch.ooc lrd~(%olrrspaodm~)  

The f a m m  use the standard range of purchased inputs and fann scrvim. O v a  908 off- in the sur- 
vey purchase fertilizers, seeds, and machinery-related d m  (Table 9). Inputs specific to livestock pomtcdoo ue 
purchased by a relatively small subgroup of respondents, as livestock production is infrequent in IJE v k .  Key 
inputs arc provided by parastatals at 50% discount but a~eess to subsidies is tied to fulfding aace ordas. S i  pri- 
vate farmers generally do not produce under statc orders. pararcacal agencies me oot the dominant sours for the 
supply of farm inputs in the survey. Despite the obvious imponaDa of state ageacies as input arpplias. more farm 
CIS buy their inputs from other private individuals or private commercial firms than from paraauals (cxccp for f a -  
tilizas and Med; see Table 9). This is a clear indicacion of an emergent market system for farm inpln desptte the 
strict government control in Turkmenistan. Peasant -iations me of marginal imponancc m suppliar of farm in- 
puts and provide mainly herbicides. veterinary sav im,  and consulting, *ch me used by a small pmponkm of 
f a m m .  On the whole. farmers do not rrpon major difticulties with purchasing farm inpm and sarim. The main 
complaint concerns high prices and lack of funds. 

Paraslaml markeung agennes 
Market and ndnsumm 
State Commodity Exchange 

3.6 W n g  and Credit 

Banking to agriculture in general and to private fanners in pdcular is UIC mompoly of the sp0509mlkd 
Daikhan Bank (i.e.. Peasant Bank in English hamlation). Private fanners are allowed to hold individual -1s 
and to d u c t  financial transactions with Dail;haa Bank only. C d t  to f- is pvided exclusively thrmgb 
special govanmnt programs adminisred by Daikhan Bank Not sutptisiigly, ova  408 of Rspwdentr are disru- 
istied with the service they nceive from this monopolistic finandial institution. 

Wheat 
71.4 
21.0 
5.7 

Investment and working capital financing is provided to private famras through special govemmmt po- 
grams. which arc characterid by deeply negative d interest rates and high levels of d t  targeting. Those wim 
accept statc ordm for wheat and conon w i v e  d t  against the futm harvest at 1% intcmt me (m an e n v i m  
meat where inflation averaged 21% in 1998-99. after subsiding from more than IOOORP annually in 1993-1995). 
These d t s  are in addition to the 50% input subsidy. and they cova 35% of totaI w h  pmQcdoo crms and ZS% 
of cotton production costs (Lerm~a and Stanchin 2001). lndcprtdcnt private f- and ocher .griculnval poduc- 
en operating without state orders am also entitled to subsidized d t .  but they have to pay 8-108 nominal inmtst 
rates (Residential decree No. 3626. March 4. 1998). This is higher than for p r o d m  working under uate &. 
but still deeply negative in real terms. 

Cmon 
97.2 
-- 

2.8 

VegeuMa 
-- 

77.8 
22.2 

Melons 
- 

80.0 
20.0 

M e .  1 Mdk 
- 3.8 

7 l . 3  1 , 883 
9.1 , 3.8 
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Soum of supply (percent of those who bu 

Inpu and services 

- - -  ~~~. --  

spondcnu i n d i d s t h a t  they w e n  unable 
to get any credit. As the main reasons for 
such seven d t  constraints they cited Bank rcquirnrrnts IOO mmplicaed 

technical complexity of the loan- applica- 
tion system and inability to provide satis- 

Active borrowing -beyond aut* T a b k l O D M a t l t k r b ~ o c d #  

factory collateral due to the absence of 
mortgage facilities (Table 10). C d t  availability docs IKH appear to be a saung eoawainr 

matic credit for inputs fmm the Daikhan 
Bank - is exmmely limited among pri- 

Less than 10% of respondents reported actual borrowing in 1999. 'lhesc few borrowcrr rrccived loans 
mainly from formal sources - from state and commercial banks (Table 11). Conumy to sa~dk~oldcrs m uw c&r 
countries. such as Armenia and Georgia Tmkma fa- do not sbow spcial ~ l i p a a  on relatives rs a sours of 
loans: a higher percentage of rspondents bomw from banks chan from relatives. Loans rmivad from banks m 
larger than informal loans fmm relatives. and they naarrslly carry an inmest charge. lnlnrn rates fmm commercial 
banks arc higher than from state banks. and not always negarive in 14 m. The avenge loan obraiocd from b& 
was 43.800 thousand manaL which is appmximatcly equal KO one year of sales for the farmcn who bonmv. 

"==lofRIpmdentlMrng 
fvmslrrmbk~gucredil 

vate farmers. Nearlv wo-thinis of the re- (65.7% of all f-) 
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3.7 outcoms 

Despite the rapid gmwth in the area and the number of private farms sina 1993. the) account for a very 
small percentage of agricultural land and agriculRlral output in Turknmistan (Table 12). Rivate farms control one- 
third of one pacent of agricultural land and about 1% of ambk land in the country. Cattle herds on privuc farms lo- 

creased three-fold between 1997-99, but they still n p m t  merely o n e - r n  of ooe paccnt of h e  ttotnl nwnba of 
caule in the country and about one-tenth of one percent of meat and milk productim. The share of private farms in 
grain and cotton pmduction is higher, approaching 1% of the wunrry's total. but it is marginal by all counrr. 

Tabk 12 Shur of private fywn in W n u d  *nd d 8gkpim-d m t p ~  in T~ertmmkh 

poduction. No pmduaion data for private fams arc available prior to 1997. Rodu&on thms of prima f- &dd bc 
mated as very mugh order-of-nugnindc cstims~~~. baue they bave bkn ulculucd u & Rtio of nmrbrn fmm IW hinhlv 

1997 
1998 
1999 

" .  
disparate xlurce~. 

Year 

1993 

So far. private farmers have not been able to achieve higher yields than peasant .ssociariolls. As nmcd pm 
viously, milk yields range around 1.200 kg per cow per year both for privaIe farms in tbc survey and for peasat as- 
sociatiom. National dMa indicate chat grain yields arc somewhat lower for privau farms t&n for peasant rrtoci.- 
tions, while yields of vegetables and melons are much lower for privotc farms (Table 13). It is d y  in taro. thu 
private farms show a certain advantage both in 1998 and 1999. These d t s  arc quite d m p p o l o ~ g .  espskUy in 
view of the fact that private farms emphasize grain at thc expense of cotton (see Table 4 above). 

Share of 
private fams 
in &x~Itural 

land.% 

Source: Lemw and Stanchin. 2001 for data about private f- and that FAOSTAT on-line dusbuc for Tmkmmkm's loul 
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T d ~ k 1 4 ~ p e ~ f ( ~ m ; l l ~ ~ d t h c p r l r ~ c f u 1 m L B t b t  Al Ihough~vaIe fa~ l~haveun . th iCYedhigbCT 
productivity, their opeations appa to be p h u b k  
(Table 14). la 1999. tbc average farm bd a gross profit 

21.259 24,430 of $2.700 at tbc official exchange rue ($670 m ck 
Cost of produnion* 9.989 10.486 free-market me). which is about 55% of Wi ulez 
Grors profit 11.270 13.944 revenue. The pfimble opcntim of private f m ~  is a 
Excluding family labor. sigruficanl achievuncot in view of the system of gov- 
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Despite these positive outcomes of the process of refom he private farmen have nor had a measurable 
impact on the overall agricultural performance because of their marginal role in he country's agrieulm. With 44% 
of the labor force employed in agriculrure, the sector accounts for about 20% of GDP. which suggests that labor is 
still much less productive in agriculture than in other sectors of the economy. Turkmenistan still has a long way to 
go on the path of reform if it is to achieve significant improvements in productivity and &lcimcy of agriculaur?. 

4. Constraints for Private Fanning in TurlunenIstan 

The development of private fanning in Turkmenistan is harnpntd by institutional, techndogical, rod fi- 
nancial conditions. The main difficulties they face arc unfavorable natural conditions (poor soil, scarcc wam. ineffi- 
cient irrigation); lack of funds for purchasing inputs and undertaking farm operations; lack of necasary farm man- 
agement skills: uncenain property rights; low governmentsontrolled prices; and expon bamers. 

One potential advantage of bansferring agricultural land to private ownenhip is to stimulate family invest- 
ment in the farm. However, the new private fanners come from the ranks of formu colkftive-faim waiters. w h  
wen notoriously poor and did not bring with them any s m p  capital to he new venture. Morcova. the kgd 
framework in Turkmenistan prohibits virtually all h'anu~ctions in land. which suggests sevacly circumscribed own- 
ership rights and uncertain security of tenure. Therefore, famvrs are unden(andably reluctant to invea in dKir land. 
which is reflected in low willingness to borrow. Fanners are not investing in the development of higher y~elding 
technologies and in quality seed stocks. while the state will remain unable to fund significant investments in igncul- 
turd in the foreseeable fulure. Altering priorities led to a Rduction of slate investment in agriculture. Tbe capital- 
intensive oil and gas ss tor  now dominates the govmunent's investment priorities: its share in total invemnat in- 
creased from 9% in 1994 to 48% in 1999. The share of agriculture in total investment accadingly declined fmm 
15% in 1994 to a mm 2% in 1999. although this sector employs almost half the p o p b i o n  (Panfra 2001). 

The pervasive government intervention in agriculm imposes a heavy irnplied tax on pmduars. l k  gov- 
ernment-controlled prices for the two strategic commodities - wheal and cotton -arc so low that even the seemingly 
generous subsidies that farmen receive in h e  form of inputs and credit are insuff~cient to offset tbe utnctim of 
fund. from agriculture. Although recent legislation allowed some trade t ibaalion.  h e  domstic &a is limited 
domestically and individual fanners do not have access to expon markets. In practice. mosr f- are f o r d  to 
sell to the state at prices much below world marlrct prices for their pnducts. 

Commercial individual fanning in Turkmenistan is conducted on privately owned or leased imd using 
mainly family labor. In principle. private farmers have UE right to doci& wha~ to produa and SIC allowed ro am- 
clude voluntary business conwcts with legal entities or individuals for & sale of Wi podufu .I freely ngotirtcd 
prices. In practice, the pervasive system of government subsidies and intenations o h  p w a u  f- from ex- 
ercising these options. 

Distribution of land for individual use and the introduction of private rrspoosibility f a  pDducrim provide 
incentives to incrucse productivity and efficiency in agriculture. However, despite rhe growd~ in numbers and cM11 
area, private farms still cultivate only a small percentage of agriculblral land aad BCCOU~~ for a minute s h  of @- 
cultural production. Private farmas diligently open virgin lands w i h t  funds. skills. or machinay. They even 
manage to show a profit, although it may be inadequate g i v a  the risks involved in private farmiog in TurlolmirPn. 
The land reform in T w L m ~ s t a n  works, but it still has not produced masurable impacts on T u h m  agriculture. 

This research was supported in pan under Grant No. TA-MOU-98-CA17-011. US.-1-1 Cooperstive Devefopnnt 
Research Rogram. Enmomic Growth. U.S. Agency for Inmnaticmal Development 
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B TO W2 BpSIn. HeCMOrpR lla TO. VTO o6~CCTBeHllw CClbCKOC ~03aiiClE0 6u.10 BOOP!XetlO 3HaWIT~.lbHblWIl 
n p o ~ ~ s o a n e e ~ ~ b ~ w n  MouHocrawn. ?ronn,iemoeano ralpaus. Hhtemuuun cneunaibwx d p m w n e .  H a nero 
Hanpaannncn secb 6 b e u  nnaecrnunR. no npn~som~e. i t .~a r rn  r p y a  II whey npa~!uunm. no>)vaeuou? B p c w r  
Ha C3HHHUy 0 p U l a ~ U 0 ~  ll.lOUa-1H. OH0 3H'dl(HTC.lbUO )CT!flalO M~.lKOTOBaPtIOW) flaplC7.7PpHOU]. >H'IHO\I> 
noac6now? xo3aCicrsy. Ucno.ib3yn 30 350 opowaeuoro xue.ibHoro $otua. .~HYHUC n o x w n u e  x o l a k c ~ ~ 3  
nacenennn citcreuarusecxn npn3so3nr npo.~~runm. roropan 311arw~e.ib~o npesuwan npou~eo~n~ubn !m 
cnocd~ocrb  o 6 u e c r e e ~ ~ o r o  cemopa. 

Bucoran ~ @ $ ~ K T H B H o c T ~  RpoH3BO;LCTBa B .7HqHhl\ ~ Io~c~Hu\  903aiICTBaS d!c.ionnia B '4HL lC 

nepewvepenHblx ~anpasne~HR npose3eHHn 3ewe.lb~oA pe+puu a T?pnue~nnaHe ! s e i ~ v e ~ n e  n.iowaleR 3eve.i~ 
~PH).C~L~&HO~O nO.lb30BaHHll. k . 1 ~  B 1990 r. B ~ ~ H ) w ~ ~ H o * I  nOXb3OBaHHH 6 ~ 0  51.9 TUC. rk TO !Xe B 1992 r. 
nnouaab 3eue.w Ha npu?.ca3&nb1s p a n r a x  !se.imrH.iacb novm mnoe H cocraanxa 101.9 rsc .  ra. 3a nepnol 
3ewenbHoR pe$opub! 254 T ~ K .  cer~eii naiyvn.im s npuycale6~oe no.ibmaaHne x u u b n u e  )uacrrn. H cure 368 ruc .  
ceueii pacwwpHnn npnycue6~oe 3eue.ib~oe no.ib3ona~ue B c p m e n  s 1.5 prua 06uree ra iu~ecr rm ceueii. 
snaemutws Ha npanas C ~ C T B ~ H H O C T H  n p ~ y c a e 6 ~ u w m  3eu.inu~ 803pccno no cpasHennm i 1990 r. B 1.7 pau n 
comew.io Ha I aHeapn 2002 r. 622.4 TUC. 7ene.ibnan nnowalb B npnycale6~on no.ibmaarnn u 3ror x e  nepnoa 
~03poc.na B 2.5 pa3a n cocrasmna 132.8 ruc .  m. 

U H T ~ H C ~ B H O  CTa.18 BO3paCTaTb n.lOUalb naUHH H YHOrO.leTHH\ NaCaWeHHk B n p H ! ~ ~ e 6 ~ ( ~ 1  ~ O . l b 3 O W l l l l  

3a 1990-2001 rr. n.loUanb nawHH m3pocna c 30.1 TUC. ra ao 91.9 ruc .  ra. ~311 6aiee .leu B rpu p a .  uHoraiemtl\ 
nacaweHnR - c 7.4 rblc. ra 30 12.1 rblc. ra n.1~ B 1.6 pala. E C ~ H  B C T ~ ) T T ) . ~ ~  nawnn npH)cal6nble 3eu. i~  MHII~~II 

B 1990 r. 2.4%. TO B 2001r. - 5.6%. 
np i lpon naWHH H MHOr02CXHHS HZWeHHf i  B l l pH?ca le6~0~  nO3b3OMHHH ~ ~ R O . l H . 1  3KaVHTe.lbHO 

vBe3H.lHTb 6 lSh lb l  npoH3BO;lCTW C ~ ~ ~ C K O X O ~ N R C T M H H O ~  n~2?KUHH B WCTHOIl CCh7Ope. 
3ereqbnaa pe@opwa c 3 a . r ~ ~  c a ~ ~ O - ( K o p o d n u ~ v c r c m o u  3eu.i~ rpamanau 2.m o p r a n n m ~ ~  ~ a v n u x  

caloso-oropom~x )uacrKoe swe iamcb  B ueiax uaxcnuaibno Bo3womom o6ecneve~nn naceiemn npoqrrawn 

3eueib 2~ 3awbtx cuoso-oropoa~blx yiacrI(o6 6u.10 OmmpeHo uaccuii BCe803uomux !C~OBHA. 
OrpHHWBaMUlHI YCIIOBHS HCnO.lb30BaHHII 3eHClb. ll.lOUl~b 3ac~poRr~. 3TaYHDCTh H T J .  

B peqzbrare ue.ieuanpas.ieHnoR pa6mu 3a m z u  H ~ ~ ~ B H C H M ~  6u .1~  ~ b u e i e n u  v!nnue M ~ ~ ~ H B U  

3 e ~ e i b  m a  opra~n3aunn aawbls caao~o-oropo3~ux y v a m o ~ .  KOTOPUC B nacronuee ~pewn o6pam~aiu XieHue 
30Hu. OI(P)7)(amutne Top3 Auxa6a-1 - CTO.1Hu~ T)pmeHnmHa H lp!Me ropo la  alMHHHCTpaTHBHUe UeQU 
3TpanOB. llOCClKH rOPO;ICKOTO THna. 

Ha la~sapa 2002 r. B T ) p ~ ~ e ~ n c r a ~ e  niaxibuawn caoao-ompomux )uamos 6buo 47.1 TUC. ceueii. 
KOTOpble HMWH B CO~CTBCHHOCTH 3.7 TMC. m. CF~~HIUI n.IOllLaitb 3eUClbHOm Ca'ras%la 0.08 m. B %I VHUe 
n a m n  - 0.03 ra, wnoro.imnne nacauuenun- 0.02 ra. 

3 e u e ~ b ~ a ~  pe#opua n o  cmdonuw v n c m ~ ~ u  xouricmr. B~opoi i  cocrasnoii 'lacram wuemmii & m p u  
nainercr cmamne v a m u x  npon3noan~eieii. Cor.iac~o y r a y  n p u e n r a  T)pwumucrana or Z 1993 r .  NO 
IlpaBe B2itlWHS H IlMh308aHHX 3es~ieR B T)~KM~HHCT~H~, ,  rpawaIle T ) ~ K S I ~ H H C F ~ H ~  SIOr?-r llO.l>l)'lHTb XWiM B 

co6crse~ncmb 30 50 ra mn ~eaenna rosapnom ceibcwoxmnRnscHnom npow3m3crsa. npn m w.um 
npe3arras.inmrcn He n3 vncxa naxumus H ncnonmyeuux B ceibc~0.w X O ~ ~ R C T B ~ ,  a HI comma paepenuc rmopuc 
no CBOHM CnoAmBaw B CEMCKOM x m n k m e  ~e H C ~ O X ~ ~ O B ~ I H C ~ .  Cor.iacno xueib~m: ~ O H O I I ~ T C ~ ~  

T ~ K M ~ H H C T ~ H ~  K Z i U b l s  rpWaHHH CTpaHbI HweeT npaao Ha nOX>.leHHe XWCIbHOm !.l- B ucm!m 
C C ~ C I B ~ H H ~ ~ T ~ .  Ko~uenuun racrHoR co6mc~HocM Ha 3euam aaiamca . I H U H T H ~ ~ ~ H O ~ .  ~ ~ 1 1  n p e l ( ~ ~ d l ~ u m c n  B 

uacieayemoe n o x u 3 n e ~ ~ o e  aiiwenne 6 0  npaaa npziaxn, aapennn. o6uena. Bonxsmne ra*wx m u b  B 

c e z b c x o x o ~ n A ~ ~ ~ e ~ n b ~ i ~  o6opm 6u.10 conpaxeno c 6a1bwnun ~ l - ~ a u n  Ha YaHopaTnnHa yqwuewue. 
nposaesne pa6or no supasnmaannm n neprnraibnoii n.iawposre. nccro.ibr> unorne s h u o m ~ u e  w e i h n u e  
y'IaClKH HUOnHRHCb BUUe 803HblX HCTOYHHKOB. .ZII H I  OPOUeHHll f p e 6 0 8 a l ~ b  CTpOHTLlbCTBO 8030IlOl%eMHUX 
ymano~or  H Hacccnus c~anuuii.  U3-3a O T C ) T ~ H R  cpeacr~ ne B C ~  nome +ep~epu. nai!vnnw~e ~ ~ U H U C  

yvacmn Taroro ravema. Morm HI ~cno.ibm8a~b. B TO x e  s p m  no ).C.~OBH~U x u ~ b ~ o m  ~ O H O ~ G I M B ~  

+epuepu, ne ncna ib~osaaw~e 3 e ~ i m  B revenue J B ) ~  .in. repam npaeo Ha c o 6 m n ~ c m b  H mu ! HHI 

H3UualaCb. n o  BceR BepOnTHocM. TaK0fi MCXaIlH3U npe,lOCTaUleHHII Y U X H  B C O ~ C T B ~ ~ H O C T ~  6u.1 Y ~ B U Y & H O  

x e m n u ,  oco6enHo c ?verow a 6 c o m ~ r ~ o r o  paa~o3yunn 6anroscr~s c r p y q p .  rmopue nrncypoeaiu npocdu 
HOBUX $ e p ~ ~ e p ~  no n p e 3 o c ~ a m e ~ ~ m  K ~ ~ ~ H T O B .  Hecuorpn Ha TO. '(TO noCTilHoaienHeu n p u e m  T!~UCHRO~II~ 
or 28 zieua6pn 1994 r. j-rsepweHo ,,no.ioxen~e o noplwre KpemTonaHHa HHB~CMUHOHHUS nFoenonbv.' roropuu 
nFe3\CMoqXHbI HCTOYHHKH KpeJH;LHSP. YClOBHIl npe30CTaBleHHn H B03BpaTa. BCC Xe 3TOT 3aKOHO;LaTelbHblii 
OCTalCll Hepe&lH3OMHHtd\l. B 3T0h CBS3H YHOrHe @p~epbl. flPe3CTaBHBWHe 1OK)UeHTUHM 11. nO.l!VeHH# 
npe3~~a .  T ~ K  ero n He no.iyvlrm. He cuorm o c a o ~ ~ b  3emH H B H T O T ~  ona ? HH 6u ia  ~nm.  



Tert He menee. HarnHan c 1993 r.. s T y p r u e ~ a n a s e  nmaicn npouecc $mpnnpona~na 'IJCTHY\ x o ~ a i i i ~ s .  
o p n e a ~ n p o s a ~ ~ ~ ~ b ~ s  He #la carlo 6 e c n e r e ~ u e .  rar   TO nueer u e n o  B cx!qae c xnrsblun nox611w1n \o3akramn. 3 

Ha rosapHoe c e n b c ~ o r o ~ n A c r s e ~ ~ o e  npo113~o~c~so.  
Hecrtorpn Ha 3~asn~e.lbllble npenaTcTBHa n H I I 3 K W  KaqecTso 3e\l.lll. shueineuoii B racmoe wuneaellle. 

sce b.ibtuee wcno .iacnmx nnu n a o  noaasarb 3 a ~ a i e ~ n a  11a non>renne 3ev.ilt B rantt!m co6n~e11nocrb. ~ O T  

llpoUeCC 3al I l a V ~ l b ~ b l ~  T0,lqOK 3BHXellHlo B pa3BltTHll YaCTHbll lafi\aHCkm\ l @ ~ \ l ~ ~ H \ l  YO3XfiCTtl B 

T y p r M e ~ n n a ~ e .  
Ecm Ha nepsofi mynewt 3euabnoA &OPNU 3 a f i s a ~ c ~ o e  (@puepc~oc) aolaiicrso + o p u ~ p o ~ i ~ i o c b  u 

crer Hewcno3ilb,yewbln 3enab. TO c npwinrnerl 3 a ~ o ~ a  T ? p r u e ~ n c r a ~ a  UO l a k w c a o \ ~  so3siisrw.t 
npelycuarpnsaiacb eomcoxnocrb opraHn3aunn H eburienna xweib  n3 c o n a m  3 e ~ i e c a ~ b 3 o s a ~ ~ n  ~'0.i10308. 

COBSO3OB H -1p)rH Ce.IbCKOX03~ficTB~HHblS npeJIlp~a~HR. T. e. H 3  cOnaSa 3e\lelb. KOTOpUe 6 . l i U ~ l  

KaqeCTBeHHblMH CllOiiCT~a~n H HCliO.lb3)K)TCS. T a ~ w t  6p30~1. eLlM ~KOHOlaT~lbHbIil ah7 OT ? @ B ~ W  1993 r. 
npe3yc~arpnsai coxpaHeHne cyuensymuns 3eweno.ib3osaHnR ~o.iso3os n cos\o3os. TO Ha nropoii n:nelln 
3e~te.lbHoB pe@op\lb13aKOH ('0 laAha~CKO\t X O ~ I I ~ ~ C T B C "  nPe3?C\laTPHBXl 11s T ~ ~ H c @ o P \ ~ ~ U H M  

M.  ah-oneu. s uaqecrse rperbefi crynem npoeexnnn xrtrlbnoi! p@mpuu no $opwpnannm vannu\  
3erlne~enbues. c.ie~yer crnTarb HanpaaieHnn. onpeie.iaeuue u ~ o ~ o r t  T > p u u e ~ u n a ~ a  M 30 rtem6pa 19% r. -0 
npemcrasneHnn ~ e ~ n u  s c o 6 r r s e ~ ~ o c r b  rpawau m a  senetinn roeapHoro c e i b c ~ o x o ~ a i i n ~ e ~ ~ o r o  npol~moacrea". 
MexaHn3M peain3aunn x o r o  3axo~a  ~ O ~ B O I I H I I  pemurb nax~~ekm!m np06,iey 3eweibnoi1 &PYU - )cTaHonnrb 
pamep ~eue.mnoro yacTKa. sbue.ineuoro B co6cr~ennmb.  n@.ievr pacnpexie tw 3e\1eib~oit C & ~ ' T B ~ H H ~ I I  

Memy ;laAxaHaYu T ~ ~ K M ~ H H C T ~ H ~  onpe3ein.i ).CJOBHR HiUeleHna 3eu.ieit. ~ O H O \ I  npel!cvorpeHa nocrenenHaa 
nepeaara 3eu.111 B 'lacTHym C ~ C T B ~ H H O C T ~  ceubnu H ~ n e . i h ~ b l ~  apetuaTopm. B TCWHHC m:\ x? S O I ~ ~ I C T B O ~ ~ H H ~  

Bbl~O.lHRBlUHIt  ~ C I ~ O B H R  3OrOBOPa apeH3bl H .lOKaJaBWHe C& \MeHHe TP!3IITbCII Ha 3e\l.le. 
Peopzanulaqua q y n n u x  xouucma T p b e i r  m s ~ o i i  qanbm ~uex.noi t  pe4mpw s T!~pme~ncrane 

aainercn peopra~n3aunn ~ ~ ~ ~ U H O H H ~ I S  ~ ( p y n ~ u x  X O ~ ~ ~ ~ C T B .  Kp)nnue C ~ ~ ~ C K O X O ~ ~ ~ ~ C T B C H H U ~  npempnmnn 
npoJonxamr aomnnposarb s ccibcsow xo3aiicrw T>prueHncraHa. Hecrlorpa Ha pocr ntunBtuyaibnoro cenopa B 

snae racrttblx xo3nBcrs Ha n p n y c i ~ e 6 ~ u x  yvanKa\. na~nbls  WOBO-or0po1f~t.1~ ?'I~CTI(OB H ~ a i . w c ~ n \  
(@epwepc~nx) xmaiicte. 

Pam~anbnan Mepa no peoprann3au~n qynnblx x o ~ a R m .  6 u a  ohnaiena  s nOrra%mieHnH n p t u e ~ ~ a  
T y p ~ u e ~ n C T a ~ a  ar 28 Mapa 1994 r. a 0  pegopunpoeannn waixo3os. msxomn. n ~p!mz ce . i~c~oso~ni icr~ennus  
npeanpnmnii T y p u e ~ n n a ~ a n .  Kpynnble xo3nRnna Hawevaiocb npeo6pmsara B otibem~enna r p c m n c ~ ~ \  
xo3nRcts, awnonepme 6 m e n e a  H I(oonepaTnsu. accounauHn H np!me CeibcKoxmsRax~Hue n p u n p n m n  
pamn't~blx @OPM C&B~HHOCTH. Pa6onimaw p p e m u o c b  cso6omo su6npara npeanornTae\pw nu t$op~! 
opra~u3aunn. 3est.la nepexaemacb B n m o a ~ ~ o e  no.ib30nanne BHOW w ~ a n n u u  O ~ ~ H W H O H H U \ I  q?mypa!u. H 

ce.ibc~oxo3aiicrse~~oe n u y u e m o  npe2arrasiaiocb s apeHJ? c npasou suQna. h m  uexwmw pcopmuwwu ne 

n u e ~ o  npaso npnrtoro KonTponn csonx pecypcos. 
C MeT03H'leCKHS H OPTaHH3aUHOHHblX l l 0 3 H U H f i  3Ta IIpOrpWYa Y M e l b H e B O l H O i (  - ~ U Y  6 u i a  

docrarowo n o ~ p o 6 ~ 0  M p a 6 m ~ ~ a .  6bmo pemeno Havan. x u o b w y o  p + p u !  B 58 \maRosa\. roropue no 
pa3ueueHnm oxearblsan~ sce se.?a.mbl Typmenncra~a.  XoxaRcraa naueqeiiitue m a  PeOpnnmaunH. ?a 
HCKnloqeHHeM HeKOTOpUX. MHWHnHCb Y HH3KO pe~K36e7bHbl~ H IpoHHYeCKH \ ~ M T W ~ H U U H .  ~ K W O U H Y C C ~ ~ ~  CH.lbHblC 
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YER OZGERTMESISNIN DOZUM BdLEKLERI WE SERTLERI 
Stanqin I., ykdysady ylymlaryh doktor) 

Tiirkmenistanytl Milli dowlet hasabaty we maglumatlar instinun 
Lerman S., ykdysady ylymla* doktory. professor 

lerusaliminyrt yewrej uniwerstiteti 

1Tiirkmenistan Merkezi Azifada Konstitusi(.asy (.ere ~ a h s y  efeqiligi 
resmi edfiin feke-t& 4;urtdyr. Onufi 1992-nji fylyfi M a e m g u l y  afynyfi 
18-ine kabul edilmegine qenli. Tiirkmenistanda &li  f e r  do\vlet 
ej.e~iliginde du j a rdy .  

2.Bazar - ykdysad~e t ine  geqilmeginiii ilkinji d6\viirlerinde 
Tiirkmenistanyfi hokiimetine yer ozgertmesini geqirinegiii u s u l l q  
bofunqa has diirli teklipler gelip gowqdy: ferleri na j  bofunqa paflamak. 
Tiirkmenistanyii bir rayatynyii hasabyndan (.eri ijhliumumy deii we 
gatnavykda pajrlamak, pafdarla~dyrmak, fere baha kesmek we oz 
seri$d% hasabyna satyn almak, feri bije bogunqa paflamak we 
beylekiler.  one ijhli teklip edilen gomii~lerden tihtibarsyz hokmiinde 
Tiirkmenistanyii Prezidenti Saparmyrat Tiirkmenbqy tarap\ndan fiiz 
owriildi, yer ozgertmesine we oba hojalyk kiirhanalapny paftadan 
guramaga tiisin qemele~me saglanylyp alyndy. 01 oiiki Sofuzyii befleki 
respublikalarynda hereket edj% tertiplerden we mehanizimlerden 
diij.pgoter tapawutlanyar. 

3.Tiirkmenistanyfi Prezidenti tarapyndan saflanylyp alnan 
maksatnama boyunqa yer ozgertmesi yerden pel;.dalanmag?ii we  eeqilik 
etmegifi &li gomii$lerini qekmek bilen amala q y y l f a r .   one 01 birbada 
dal-de, kem-kemden, dowiirler boyunqa geqirilfiir. Muiia garamazdan. 
4;er ozgertmesi hususqjetqiligiii we e4;eqilik etmegiii diirli gomii$lerinde 
amala a~yrylfar,  onuii mazmunyna bir biitewilik hokmiinde seretmek 
gerek. 

4. Mellek ianyndaky ierden pei,daIanmagyn' brgermtesi 
Tiirkmenistanda 4;er ozgertmesiniii ilkinji duziim bolegi. ofki so(.uz)fI 
bejleki respublikalarynda b o l p  yaly mellek fanyndaky parqalaryh 
sanyny artdyrmakdan we bir mqgala bqyna hasapdan 9erleri 
paylamagyii kadasyndan dujardy.  ~ e r g u r l u ~ y k  i~ le r i  ra fa t lqf i  
bagbancylyk-bakjaqylyk fe r  parqalarynyii golafynda boliinip berlen 
yerler boyunca ugurda~lykda geqirildi. 

5. $ahsy hojalyklav doretmek boiun~a ier  Qertmesi ~ e r  
ozgertmesinifi ikinji diiziim bolegi phsy  ondiirijileri doretmek 
hasaplanyl$ar: 



a) Tiirkmenistanyii Prezidentiniii 1993-nji fylyn Bafdak afynyn 2- 
sindaki "Tiirkmenistanda ferden pefdalanmak we efelik etmek hukugy 
hakyndaky" kararyna lafyklykda Tiirkmenistanyii r a f a t l w  h q t  oba 
hojalyk oniimqiligini fola gofmak iiqin 50 gektara qenli feri 
husus~etqi l ige aldylar. ~ e r l e r  siiriim we oba hojalygynda ulanylfan 
yerleriii hataryndan dal-de, atifaqlyk $agny oz hisifetleri bofunqa oba 
hojalygynda ulanylmadyk diiziimden hodiirlenildi; 

B) eger yer ozgertmesiniii birinji basganqaanda pefdalanylmafan 
ferleriii hasabyna dafhan (fermer) hojalyklar?. emele gelen bolsa. onda 
Tiirkmenistanyii "Dafhan hojalygy hakyndaky" kanunyi kabul edilmegi 
bilen kolhozlaryii, sowhozlaryii we befleki oba hojalyk ktirhanalaqnyii 
yer pefdalany$ynyii diizuminden, fagny olaryii e y e l e f h  oiiat hilli we 
pefdalanfan yerleriniii diiziiminden Yer boliip bermegiii we gurarnagyii 
miimkinqiligi goz oiiiinde tutulypdy. Seflelikde. eger 1993-nji $ylyii 
Bafdak afynyii 2-sind&i kanunqylyk nama kolhozlaryii we sowhozlaryf~ 
dowam e d f h  ferden pefdalanylypmy saklamag?. goz oiiiinde tutdl-. 
onda yer ozgertmesiniii ikinji basganqygynda "Dafhan hojalygy 
hakyndaky" kanun olaryii b a ~ g a  gomii~de geqirilmegini goz oiiiinde 
tutdy; 

c) ahyrsoiiky hem, 1996-njy Lylyii Bitaraplyk a 30-yndakl- 
"Haryt oba hojalygy oniimqiligini yola gofmak iiqin rafatlaryii 
eye~iligine ferleri bermek hakyndaky" Tiirkmenistanyii kanuny bilen 
kesgitlenilfL ugruny $ahsy -ekera&lary doretmek bofunia fe r  
ozgertmesini geqirmegiii iiqiinji basganqagy hokmiinde hasaplamak 
gerek. Bu kanunyii durmu~a geqirilmeginiii mehanizmi f e r  ozgertmesiniii 
mohum meselesini qozmage - efeqilige bolunip ber i l fh  f e r  p q a s l n y i i  
moqberini anyklamaga, Tiirkmenistanyii dayhanlqnyii  arasynda f e r  
eyeqiliginiii paylamak meselesini qoqzmage miirnkinqilik berdi. gerleri 
bolmegiii ~ertlerini kesgitledi. Hojalygy dolandyrmag~i iki $ylyn>fi 
dowamynda ktirende ~ertnamasynyii Sertlerini yerine ljetiren we ferde 
&met qekmage bz ba~arnygyny subut eden afry-ayry ktirendgilere we 
mqgalalara kanun bilen p h s y  eyeqilige kem-kemden yer bermek goz 
oiiiinde tutuldy . 

6.Uly hojalyklaryfi gaJ:tadan diiredilmegi. Tiirkmenistanda fe r  
ozgertmesiniii iiqiinji diiziim bolegi adaty uly hojalyklary gaftadan 
doretmekdir. Uly hojalyklary gaytadan doretmek b o f u n ~ a  curt kesik . - .  . . 

qtireler Tiirkmenistanyii Prezidentiniii 1994-nji fylyii Nowruz afynyfi28- 
ind&i "Tiirkmenistanyii kolhozlaryny. sowhozlaryny we befleki oba 
hojalyk ktirhanalaryny Bzgertmek hakyndaky" kararynda yglan edildi. 
Uly hojalyklan dayhan hojalyklarynyii birle~iklerine. pajdarlar 
jemgqjetlerine we koperatiwlerine, assosiasifalaryna we efeqiligiii diirli 
gomii$li befleki oba hojalyk k&rhanalaryna owiirmek bellenildi. I$g&rlere 
halan guramalarynyii gornii~ini erkin saylap almaga rugsat edildi ~ e r  



tkeden doredilen karhana gurlu$lara hemi~elik pe$dalanmaga berildi we 
oba hojalyk emlakleri karendeqilige satyn almak hukugy bilen berildi. 

7. Turkmenistanyii ykdysady$etiniii bazar gatnqyklaryna geqf%n 
dowriinde iqki hojalyk karendesi agrar boliimde hojalygy dolandynnagyfi 
esasy usuly hokmunde kabul edildi. Oba hojalygynyii ykdysad>?etinde 
iqki hojalyk karendesiniii &miyeti we onuii moqberleriniii giiieli~i 1996- 
njy yylda Turkmenistanyii bazar ozgertmeleriniii quiilqdynl!.$y we 
dunnu$-ykdysady taydan osi i~i  bofunqa Turkmenistan>* Prezidentiniii 
maksatnamasynda $efle hem 1995-nji yylyii Bitaraplyk af?nyii 27- 
sind&i "1996-njy yylda dafhan birle$iklerinifi ozgertmessi bofunqa 
govmaqa qareler hakyndaky" kararda gorkezilendir. Soria gora bazar 
ykdysadfietine geqi dowriinifi ~ertlerinde. haqanda jemg)?etqilik 
gornii$d%ki onumqilik agalyk etse, Turkmenistanyii oba hojalygynda 
hususy ondiirijileriii dorey~i  we Amet i i i  netijesine esaslandynjylykly 
tasir etmek meselelerine k&ende gatnqyklary arkaly seretmek gerek. 

8 . ~ e r  ozgertmesiniii amala a~yrylmagy netijesinde jem&etde ep-esli 
uytgetmeler bolup geqdi. Ozaly bilen kanunqylyk we hukuk esaslary 
diiypgoter iiytgedi, olar institusional ozgertmeleriii esasy boldy. Bank. 
maliye, salgyt ulgamy duypgoter uytgedildi, maliye. karz we 
atiyalandyryy bazar).. doredildi, oba hojalygyny doland>.r).$ ulgamy 
uytgedildi, hojalygy yoretmegiii ileri tutulyan uprlary we usullan 
uytgedildi. 
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Turkmenistan in perspective 

Area 50 million ha 4th largest in 
40 million ~- ag land FSU ~.. 

Population 4 miion Like Arm, Gru, 
Az, Baltics 

- 

Rural 55% 33% in FSU 
population 

~ ~ ~ 

Arable land 4% of ag land 40% in FSU 
.~ ~ ~~ 

Rural density 0.6 hdperson 2.3 ha in FSU 

Structure of farm sector 

33.000.000 
(incl pastures) 

'arms 
0 2 ha 

Household pkls 

Associations have become just a 
shell for leaseholders.. . 



... and their asset base is steadily 
shrinking 

Share of Culttvable Land in lndovtdual Sector 

Growfh of Indwdual S e a r  Ag Land 

SI~clure of Farmers' 1 and in 2001 Survey 



A S S O C I ~ ~ ~ O ~ S  and lnd8vldual Farms Oulput and Land 

Specialization at farm level 
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Other ! 
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Sale channels (percent of 
respondents) 

State 

Assoc~at~on 

Market 

- -  

I Leaseholders ( 1 Peasant I 

88% Cotton 100% state 

21% market 

Vegetables 80%-100% 
market -1 

I But is agriculture doing any better? 

ICO , I 

Leaseholders are happy with the 
new arrangements.. . 

Motivation 85% 
Itowork / 
Standard of 72% 
liv~ng 

Future 90% 
prospects 
- 

No change 

11% 

23% 

6% 

-. . 

Outcomes: 
Transition to different individual forms 
Signs of recovery in Ag Output and GDP 
Ag labor is growing 

Constraints: 
State orders (cotton, wheat) 
Subsidies (50% back) & low product prices 
Monopoly of state channels 
Poor land to private operators 
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NEW CONTRACT ARRANGEMENTS IN TURKMEN AGRICULTLRE: 
IMPACTS ON PRODUCTIVITY AND RURAL INCOMES' 

Zvi Lerman and Ivan Stanchin 
The Hebrew (iniversin', Reho~ot,  Israel and .\brronal lnsriture ojSrarrsr~cs. .4shgabar. 
Turknienistan 

Turkmenistan is a huge country of 50 million hectares - the fourth largest by area in the 
former Soviet Union (FSU) after Russia Kazakhstan. and Ukraine. Yet it has a small 
population of about 5 million people. which puts it in one group with the FSC midgets - 
Armenia, Georgia. Azerbaijan, the Baltic republics. More than half the population ( 5 5 O h )  
lives in rural areas, compared to one-third in FSU. but only 4% of the countr)-'s agricultural 
land (1.6 million hectares) is cultivable. compared to 40% in FSU. The remaining 96% of 
agricultural land in Turkmenistan is desert pastures - 38 million hectares fit only for flocks of 
karakul sheep and camels, not for human beings. Thus, despite the huge expanses and the 
small number of people, the effective population density in Turkmenistan is yep high: there 
is only 0.6 hectares of arable land per rural resident compared to 2.3 hectares in FSC. 

Prior to 1991. agriculture in Turkmenistan was organized according to the standard Soviet 
model: some 600 large collective and state farms controlled the bulk of agricultural land 
while the rural population cultivated in its spare time tens of thousands of small household 
plots on 55,000 hectares, or about 3% of irrigated land. The structure of the farm sector has 
changed dramatically since then as independent Turkmenistan began to implement various 
agrarian reforms consistent with its interpretation of a market-oriented economy. 

Changing Farm Strucrure 

The main change in our context can be characterized as a shift from collective farming to a 
more individualized agriculture. The first step (1990-92) involved disrribution of irrigated 
land to rural families, which more than doubled the total size of the household-plot sector to 
133,000 hectares. The second step (1 993-96) involved a national program for allocation of 
land to independent private farmers who were allowed to engage in commercial agriculture 
outside collectivist frameworks. Today there are more than 5,000 such private farms in 
Turkmenistan (the numbers are very fuzzy) operating on 8 1.000 hectares. The third. and 
perhaps the most daring and radical step (1996-97) involved the transformation of former 
collective and state farms into associations of leaseholders. So-called "peasant associations" 
(daikhan berleshik) were summarily organized by presidential decree in place of the 
traditional collective and state farms, and each association was instructed to parcel out its 
large fields to individual leaseholders (typically heads of families). 

We view the creation of leaseholder-based associations as the most radical step of the land 
reform program because of its scope. The reforms aimed at household plots and private 
farms, however important, were marginal by the amount of land that the) encompassed. The 
transition to leasehold contracts. on the other hand, involved more than 350.000 rural famil) 
units and 1.5 million hectares of arable land. i.e., practically the entire rural population and 

This paper is pan of a research project supported under Grant No. TA-MOU-98-CA 17-01 I b) the C.S.-Ismel 
Cooperative Development Research Program. Economic Growh. U.S. Agency for International Development. 
The data in the paper derive from oficial statistical sources. a 2001 sune) of private farmers. and a 25H2 sume! 
of leaseholders in peasant associations. 



90% of arable land in Turkmenistan. The current structure of the farm sector in Turkmenistan 
is presented schematically in Table I .  

Table I. Structure ofthe Farm Sector in Turkmenistan: 2002 
Number Land. ha Alerage size. ha 

Associations 592 33.000.000 (incl. pastures) 
Leaseholders 357.000 1.500.000 (arable) 5.6 
Peasant farms 5.200 81.000 20 
Household plots 616.000 133.000 0.2 

The Role of Peasant Associations and Itlrtirutional.4rrangements for Leaseholders 

Initially, when peasant associations were created by fiat in 1995. they had the potential for 
becoming yet another example of what is generally known in FSU as a "change of the stgn on 
the door": a formal organizational transformation without a n  substantive internal change. 
Yet the situation in Turkmenistan seems to have developed toward a genuine structural 
change since 1996-97. Although there are still 600 associations and the! still legall? control 
most of the agricultural land resources, they have become mere organizational shelir or 
umbrellas, for the farming operations of individual leaseholders, without significanr 
commercial activity of their own. As of 1997, associations have virtually no "collective" 
sales: all sales reported through associations derive from their leaseholders. The associations 
have lost much of their fixed asset base (machinery, equipment, livestock). while inventories. 
receivables, and payables-standard signs of commercial activie-have shrunk almost to 
zero (Table 2). 

Table 2. Characterization of As?.ociations as a Shell for Lcucholden 

2000 
Percentage of sales generated by the association. % of total reported sales 4.6 
Fixed assets, change since 1997 in percent -40 
Inventories, change since 1997 in percent -86 
Accounts receivable, change since 1997 in percent -72 - 
Accounts payable and loans. change since 1997 in percent -90 

Source: Aggregate linancial statements of farm acsociations 1997-2000. MnAg. 

What is the role of the associations today? First, they are the "guardians" or "administrators" 
of state-owned agricultural land that is distributed to leaseholders for cultivation. All 
leaseholders interviewed in a large farm-level survey in 2002 report that they have a land- 
lease contract with the association. Second, they are the municipal authority responsible for 
maintaining rural infrashucture in the village-d they receive a certain payment from the 
leaseholders (in percent of production revenue) for these services. Third. and most 
problematic ofall, they are the conduit for bansmining state orders to the leaseholders and 
enforcing compliance. 

The continuing existence of state orders in Turkmenistan is a legacy of the Soviet centrall! 
planned system. Turkmenistan has liberalized much of its agricultural production and food 
trade. but the main strategic commodities--conon and wheat (as well as the much less 
important riceeremain subject to state orders. As in the past. production targets for wheat 
and conon are assigned to large farming units-peasant associations in this case: and the 
association manager divides the overall quantities among the leaseholders so that the full 
target is met (or exceeded). The associations do not sell this wheat and conon for their 
leaseholders, as a marketing cooperative would normally do in the West: the sale contract is 



directly between the leaseholder and the state marketing organization. which sends trucks to 
collect the harvested crop and sometimes even tractors and combines to help nith harvesting. 
The associations do not act as supply cooperatives either: leaseholders get all the inputs the? 
need from state suppliers on the basis of individual contracts signed according to production 
targets. 

Finally, since the associations are neither marketers nor input suppliers. the)- cannot act as 
credit cooperatives for their leaseholders. All financial transactions in this system are handled 
by a state-owned agricultural bank - Daikhan Bank - which has a branch in ever) 
association, serving all the local leaseholders. The system is organized on the basis of 
"passbooks". so that very little cash changes hands. Each leaseholder's production quota is 
recorded in the "passbook". The "passbook" shows the total credit for revenue that the 
leaseholder will eventually receive for deliveries of wheat and conon and the total debit for 
inputs that he is entitled to get from the state. The revenue is calculated on the basis of fixed 
state prices, which are adjusted every year but are always far below the world market prices. 
The cost of inputs is also based on fixed state prices net of a hefty 50% subsidy for all inputs 
used in the production of state orders. The input debits, plus statutory management charges 
that go to the association, are offset against the revenue and the leaseholder keeps only the 
"profit". 

This highly bureaucraticized system applies only to state orders. i.e., whear conon. and rice. 
but it is designed in such a way that the leaseholder must deliver the entire output to state 
marketers: otherwise there will be no credit entry in the bank account to offset the debits for 
inputs. Commodities not subject to state orders. such as vegetables. milk, or eggs. are 
generally produced under different institutional arrangements on the fa mil!'^ household plot 
and are sold in the nearby market or through occasional private traders: there are no state 
marketers to deal with these commodities and the association is not geared to provide 
cooperative marketing services. 

Fig. 1.  Contracts with State MarketerslSuppliirs 

Dalkhan Bank I I 

Assoclabon (bnd) 
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The complex system of relationships behveen leaseholders and various state organizations is 
reflected in Figure I ,  which shows the percent of respondents in the 2002 survey who signed 
contracts with input suppliers, product marketers. and the bank. Over 80% of respondents are 
bound to the state by credit and input supply arrangements. The percentages for marketing 



contracts are deceptively low: leaseholders generally specialize either in grain or in conon. 
The combined frequency of contracts with the Cotton Board and the Grain Board is 
accordingly around 100% (actually slightly more than 100% reflecting the existence of some 
mixed grainlconon farming): all leaseholders are bound by marketing agreements to the state. 
with no independent commercial activih in the two strategic commodities. 

The Role of the Household Plor 

Leaseholders operate in a two-tier farming system. In one tier. they have 5-6 hectares of 
irrigated land leased from the peasant associations. where they grow mainly wheat or cotton 
for delivery to the state. In the second tier. they have a small household plot of about 0.22 
hectares on which they grow vegetables and keep some private livestock. The output from the 
household is in part consumed by the family and in part sold in the open market. without an) 
intervention from the state. The income of most rural families thus includes cash income 
from the leasehold operation plus cash and in-kind income from the household plot. In the 
2002 survey, these two components were evenly balanced and jointly accounted for 75% of 
family income (Figure 2). The remaining 30% represent cash income from off-farm salaries 
of family members working outside the household, pensions. social transfers, etc. The 
household plot is thus a very important source of income for rural families. accounting for 
more than one-third of total income in value of own farm products consumed by the family 
and in cash from product sales. 

Fig. 2. Structure of Leaseholder Family Income 

Off-fan wages 
13% 

Total mcome 13 5 rnlbn rnanal 

Private Farmers and Their Land 

In addition to leaseholders and their household plots. Turkmen agriculture has another 
relatively new component that began to emerge-only in 1993. ~ h e s e  are independent private 
or peasant farms that operate outside associations on land grants received directh. from the 
state - not in the form of a lease from the association. Theland in these private farms 
increased from zero in 1992 to about 100,000 hectares in 2001 and is close to catching up 
with the total land in household plots (130.000 hectares). There are about 5.000 private 
farmers in Turkmenistan, so that an average private farm is 20 hectares - much larger than 
the average leasehold in associations (5.6 hectares). 



Yet there is a serious problem with the quality of land in private farms. The declared 
government policy is to give private farms unirrigated. uncultivable land and thus force them 
to reclaim desert land at their own expense. In effect. the government has relinquished the 
responsibility for what was traditionally regarded as a public good in the Soviet era and toda) 
relies on private individuals to invest in land reclamation. The poor land qualit? in private 
farms is clearly illustrated by Figure 3, which shows that in 1993-95 cultivable land was onl! 
30%-40% of the holdings -compared to 80% in household plots. Yet it seems that the private 
farmers are doing exactly what the government intended them to do: they are activel?~ 
reclaiming desert land on their farms and the share of cultivable land has steadily increased 
from the initial 30%-40% to 60% today. The picture that emerges from the 2001 sun.e)- of 
private farms is consistent with these national figures: among the respondent farms. 3140 of 
the land was irrigation-ready from the stan. another 37% was reclaimed by the farmers 
during their new tenure, and 32% is still unused and remains to be "opened for cultivation in 
the future. 

Fig. 3. Share of Culivable Land in Individual Sector 

percent of holdings 
100 

A Digression on Private Land Ownership in Turkmenistan 

Leaseholders receive land in use  rights from the state through the intermediation of the local 
peasant association. The lease term is usually 5-10 years (this follows from the 2002 surve)). 
but the production targets are set each year. The lease is nontransferable: if a farnil! cannot 
farm, the leasehold reverts to the association for reassignment. Private fanners receive land 
directly from the state. Initially, the land is granted in use rights, but once the farmer has 
proved his willingness and ability to farm successfully (within two-three years), the land is 
transferred into "private ownership" and the happ) farmer receives a special "land ounenhip 
certificate" from the authorities (sometimes directl! from the hands of the President). 

We advisedly put "private ownership" in quotation marks, because the notion of private 
ownership in Turkmenistan is ver) different from the accepted notion in marker economies. 
On paper, the 1992 constitution of independent Turkmenistan recognizes private land 
ownership. Yet the Land Code, which is the permanent lam that interprets the constitution on 
land matters, elaborates, "Citizens of Turkmenistan have the right to receive mprrrale 



o~~wersltip wilh liferinte inlterirable possession land for peasant farms and subsidian 
household farms ... Those wishing to establish a peasant farm will lease land or receive land 
in privare ownership ivirh /he righr of liferinre htherirable possession.. .". Thus. private 
ownership is forcefully equated with lifetime inheritable possession - a  traditional Soviet 
form of land tenure. "Privately owned" land in Turkmenistan is non-transferable: it ma! not 
be sold, given as a gift, or exchanged: only short-term leasing is allo\ved under vet-? special 
conditions. In practical terms, there is no difference between private farmers she get land in 
use rights and those who receive a "land ownership certificate" from the state. The! have an 
asset that they can use but not dispose of in any way. 

Some Coniparisons of Leaseholders and Privare Farnters 

The most striking difference between leaseholders and private farmers is not in farm size (5-6 
hectares in leaseholds, 20 hectares in private farms): it is in the fact that leaseholders are 
subject to state orders while private farmers are allowed to grow whatever they wish. This is 
clearly reflected in the specialization of farms in the two groups (Table 3. based on 2001- 
2002 surveys): leaseholders produce either cotton or wheat. with less than 10% of farms 
producing both cotton and wheat and only 5% diversieing into other commodities. Among 
private farmers, on the other hand, 15% produce both cotton and wheat while full! 34% 
produce commodities other than cotton and wheat. These other commodities are l a rge l~  
livestock products, which are very seldom reported by leaseholders. Nationally. the product 
mix of leaseholders in associations is 85% crops and only 15% livestock. Livestock 
production is concentrated mainly in the individual sector - private farms and household 
plots, where the product mix is diametrically opposite: 25% crops and 75% livestock. 

Table 3. Specialiution at the Farm Level (percent of respondcab) 
Leaseholders Private farms 

Cotton only 36% 8% 
'+&eat only 50% 43% 
Cotton+wheat 9?/. 15% 
Other 5% 34% (livestock! I 

Table 4. Sale Channels for Farm Products: Leasebolden and Private Farmen (pcrccnt of  mpomdcmu) 
Channel l.eascholdcrs I Cornrnod~tr Channel Pmaw iarmm 

The difference in institutional arrangements for leaseholders and private farmers is also 
reflected in different access to marketing channels (Table 4). Leaseholders sell primarily to 
the state, which is consistent with their obligation to deliver wheat and cotton under state 
orders. Private farmers use different channels for different products. Vegetables. meat and 
milk - the products for which no state procurement exists - are sold in the open market. 
Cotton is sold to the state: in principle, private farmers have no obligation to sell to the state, 
but there are apparently no alternative sale channels for conon -direct expons are prohibited 
-and they are obliged to sell to the state conon board. Wheat is again in a different category: 
the state takes 70% ofthe harvest. but a respectable 20% is sold through alternative channels. 
There is a very clear lesson behind these numbers: if producers are given an opportunity to 

State 88 Catton State IW 
Association 9 Wheat State 71 

Market 3 Market 2 1 

Vegetables Market 80-100 
Mea~ milk Market 80-90 



choose between marketing channels. they will indeed exercise their right of choice. 
presumably optimizing sales income. 

Despite the state orders and the constraints on individual choice. leaseholders appear to be 
quite happy with the new arrangements (Table 5 :  unfortunately no such data are a\ailable for 
private farmers). Most of the respondents in the 2002 survey report an increase in their 
motivation to work (compared with the situation in the former collective) and an 
improvement in their standard of living. Practicall evevbody is optimistic about the future 
prospects under the new system. At least in terms of popular attitude the agricultural reforms 
are a success. 

Table 5. Leaseholders' evaluation ofthe situation under the new leasehold amngements compared to tbr 
collective past (percent of respondents in 2002 survey) 

Better than before the No change Worse than before the 
reforms reforms 

Motivation to nark 85?4 I l?h 49 o 

Standard of living 72% 23% 590 

Future prospects 90% 6~ A .. 49 o 

Outcomes of Agricultural Reform 

Proper assessment of the impacts of agricultural reforms requires detailed comparisons of the 
performance of the three institutionally different components of Turkmen agriculture: 
leasehold farms, household plots, and private farms. Unfortunatel), neither national statistics 
nor our surveys provide the full information necessary for this kind ofanalysis. National 
statistical data only enable us to make a crude performance comparison bemeen the 
"association sector" (i.e., leasehold farms) and the "individual sector" (maid? household 
plots, but also private farms). The results of this comparison are presented in Figure 4. H here 
hvo features are worth noting. First the share of the individual sector in agricultural output 
increases over time, while the share of the associations decreases despite the transition to 
leasehold arrangements after 1996. In 1997, the first year of the main farm-structure reformr 
each sector accounted for one-half of gross agricultural output. Five years later. in 2001, the 
individual sector produces 75% ofagricultural output. while the association sector is doun to 
25%. 

Another noteworthy feature is the ratio of output to land in the two sectors. The individual 
sector (household plots and private farms combined) control about 10% of cultivable land, on 
which they produce 75% of total output. Association leaseholds account for 90% of 
cultivable land, and yet they produce only 25% of total output. The relative productivih of 
the individual sector is thus 27 times higher than in the association sector. 

Neither feature is unique to Turkmenistan. Similar trends are consistently observed in all 
former Soviet republics, where in line with accepted theoretical considerations we generally 
anribute the performance differences to different incentives for individual farmers and 
workers of former collectives. Yet the institutional setting in Turkmenistan is unique in that 
the former collectives have shifted to individual leasehold arrangements. As a r e s u l ~  
leaseholders presumably face incentives that are much closer to the incentives of individual 
producers than the incentives of workers in former collective farms in the rest of the FSL'. 
We would have expected the leaseholders to achieve productivir) levels that are much closer 



to the individual sector and thus give a strong boos to Turkmen agriculture. This obviousl> 
has not happened so far. 

Fig. 4. Associations and lndlvidual Farms: Output and Land 

percem of outpuibnd 
8 0 ,  

The only possible explanation, in our view, lies in the sharp differences in the institutional 
production and marketing amngements between the individual sector and the leasehold 
sector. Individuals are free to decide what to produce and how to sell. and individual farming 
is flourishing thanks to private initiative. Leaseholders are strictly bound by state orders on 
the relatively large areas that they receive from the association. and there is not much room 
for private initiative. It is particularly important to note that the second tier of leasehold 
farming - the household plots - is not subject to these restrictions and household plot 
production seems to be flourishing (as pan ofthe individual sector statistics) while the 
association sector is struggling. We hope that future work will enable us to disentangle the 
performance of leaseholds and household plots in the same rural families participating in the 
2002 survey. 

Switching to a still  broader national view, we see in Figure 5 that both agricultural output and 
GDP declined sharply after 1990. Some signs of recovery appeared in 1997-98 - 
coincidentally with the introduction of significant reforms in agriculture. We would like to 
hope that the incipient recovery is indeed linked with the impact of agricultural reforms. but 
only the future will show ifthis is so. Figure 5 incidentally reveals another important feature 
of rural Turkmenistan: the labor employed in agriculture is steadily increasing over time. both 
because of high natural increase of the rural population and because of lack of alternative 
employment opportunities outside agriculture. The combined effect of increasing labor and 
decreasing agricultural output of course has had a devastating effect on overall productivit)- 
of Turkmen agriculture. 



Fig. 5. GDP. Agricultural Output. and Agriculural Labor 1990-2000 

Conclusion 

Turkmenistan has implemented significant reforms in agriculture, increasing the size of the 
household ~ I o t  sector. enabling, the emerEence of indevendent private farms. and most 
importantl; individualizing to; certain extent the production akangements in former 
collective farms through the introduction of leasehold contracts. yet the policies underl! ing 
these reforms can only be characterized as half-hearted: state orders are retained for the main 
cash commodities (cotton and wheat), the producers are generally bound to monopolistic 
state marketers and input suppliers, and the independent private farmers who are relativel) 
free from these constraints receive land of very poor quality that requires major investment in 
reclamation. It is not surprising that these constraints have a negative impact on the 
development of Turkmen agriculture and the performance ofthe new leasehold sector seems 
to be falling far short of its potential. 
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FUNDAMENTAK OF MARKET 
ECONOMY TIIEORY 

Political Econom.~ 

In the history of human- 
ity the XX-th century was 
the most inicnsix century 
by the rates of progress. The 
progress was especially r a p  
id in the second half of the 
century. Within the life of 
one generation the man man- 
aged to overcome the sound 
barrier, the Earth gravity. 
arrived i n  the  Mwn,  in the 
depths of air space and the 
world ocean. invented the 
intensive systems of infor- 
mation provision and com- 
munication n13nageJ t cre- 
ate live organisms i n  *test 
tubesn. The achiewments of 

1.Stanchin 
Doctor of Economr'r Scieoces, Deputy Head of 

Department, National Mtu fc  of State SIafAtics and 
Information of Turkmenistan. 

largely. The progressive so- 
cio-economic developmenr was 
accompanied by accumulation 
of knowledge that resultant- 
ly embedded in realization 
of unlimited human skills and 
general efforts of the m i -  
ety to the creation of wealth. 
Undoubtedly, the ideas real- 
ized to the material produc- 
tion were the central link 
of the public life evolution- 

. al development. This real- 

development of motivation 
and creative skills The de- 
velopment was considered not 
only as the accretion of pro- 
duction capacities and in- 
crease of rates. and mainly 
as the investments to the 
capital. To what extent could 
the world proccacr of cco- 
nomic achievements be pos- 
sible if there were no clas- 
sic doctrines of economisu 
whose teachings made up the 

the civilized world were ization was mostly effective underlying contribution to 
based on unprecendented in conditions of market econ- the economic theory? The an- 
economic growth that in its omy having big advantage swer cannot be unambigu- 
turn provided action of the of functioning. ous. However. as one of the 
feedback and impact on xi- T h e  r ap id  economic  authoritative economists of 
entific and technological ad- growth and complication of the XX century John Mein- 
vancement. The aggregation evolutionary market system ard Keynes (18811946) not- 
of the created material goods found reflection in clarify- ed. the aideas of ecooomisrs 
was rapidly growing. By a p  ing, deepening and develop and politi~al thinkers - borh 
preciation of Mr. A. Din- ing of the theory of mar- right and mistaken ones - arc 
kevich.' the world GDP was ket. There were elaborated much more meaningful than 
in the X X  century 19 fold the models of the develop it 13 accepted ro consider. ln- 
higher than in the XIX cen- ment of new global econo- deed, they govern the w r l d  
tury. In the meantime, the my in which the values have The practitioners com'dering 
growth rate of material goods been reappraised and the role themselves free of inrellecru- 
exceeded the growth of p o p  of human being has been a1 influenrrs uc usually the 
ulation. The population in- scient if ical ly understood. shvcc of some eronomisr of 
creased 6,6 fold. As a result, while the investigations are the pasb2. The political lead- 
the quality of life improved oriented on personal factor, e n  of all countries usually 

L ADinkcvich rAppropriatuKs of Emwmic ~ ~ ~ L ,  Eccmmnirc MOI. NU p 75 
2 /. Keynes 4 k n e t x I  rhmry of empbymL intnm d (o lmlah  fm EnpIicbJ M l9Z3 p 4% 



invite economists to imple- the economics. He writes that suring &e value of goo& and . 
merit the tasks of reform- L pure economic theory u9s s e r v i ~ ~ .  
ing, structural adjusting or their creation. Just within The history of economic 
developing of productive forc- their systems of moral thwl- science bas in its anenal the 
es, lo define the strategic ogy and law the economic economic Lheories of many 
purposes and elaborate pro- science reached the defining scientisu whose views were 
grams. It concerns the lead- indepndenr existence, just realized into the life and 
ers of the USA, Russia. Turk- rhe scholasfs were closer played the huge role in eco- 
menistan and other countries than any other group to be- nomic development and ro- 
However, the assistance of coming the -foundersr o f  ciety organization 11 is the 
economist is needed not only scientific mnomic9'. unreal cork to considw the 
on higher levels of public If the scholasts in their whole complex of elaborat- 
activity, but also on the lev- theological teachings consid- cd economic teachings even 
els of industry, an enter- ered the economics as the within the framework of in- 
prise and in common life, part of ethics. the repre- dependent studying. Never- 
the effectiveness of produc- sentativcs of the school of theless, in order to under- 
tion, the living standards of m e r c a n t i l i s m  A n t u a n  stand better the character 
workers and vital activity Montchrestien (15754621) in of modern economic p m a o -  
as a whole depend on the his book aTrutise of polit- es. especially in transifioa 
taken decision. ical economy- (Traite of economies it is reasonable to 

From antique times the economic politique) intro- pay attention to the founda- 
economics served for  the ra- duced the term apolitical tions of economic theories 
tional housekeeping, there- economy- (1615L A Montchr- and teachings of the most 
fore, on that stage the eco- estien considered the mer- famous economic schools 
nomic  theo ry  developed chandise to be the source 

e & wlthln the single science. of well-being and highly sp English c/~f(icaI poII11c~l 
With the evolution of pro- preciated the work of  a ecooooy 

. ductive forces and public merchant. 

a relations.the economic knowl- In its historical develop The forhation of em. 
C) edges of the society were ment the political economy nomic theory is connected 

deepening and extending. as the science, theory and with the English classical 
p The necessity appeared to practice had several stager political economy. Within the 
$ single out the economics as conditioned by the evolution- period of its prosperity the 

the separate subject that was ary or revolutionery devel- political economy bcame  tbe 
applied already not only opment m d  arrangement of science. It is considered t h t  
within the scales of house- production relations, level of economists William Petty 
keeping. but also on the level the development of produc- (1623-16870. Adam Smith 
of the state. The economic live forces characteristic to (1723-1790). David Ricardo 
theory gets independent a p  the separate country for the (1772-I=), Pierre Bo iuUe-  
pearance in the papen of definite method of produc- ben (16461714). F. Qu- 
scholasts. Joseph Schumpet- lion and to civilized society (1694-1774. Ann Rober Jack- 
er (1883-1950) in his paper as a whole. .The whole his- u a  Turgoc (lm-1781) in their 
*History of economic analy- tory of theoretical economy.. p p c n  founded and devel- 
sisr highly appreciates the Y.A. Pevzner writes, - ris oped the c b i u l  political 
role of scholasts in f o r m -  the confIicr of different ~p economy, described the p 
tion of economic theory and pratchs to Lbe rulcs of am- c e o  of bourgeoise society 
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origin, and classical political 
economy received the high- 
est prosperity within this pe- 
riod. The political economy 
of this period laid down the 
foundations of the cost the- 
ory. Sir W. Pctty is the fa- 
ther of the school of classi- 
cal political economy. 

Unlike A. ~Montchrcstien. 
W. Petty considered that the 
production sphere was the 
source of welfare. He was 
the first economist who gave 
the birth to the labour the- 
ory of cost*, gave the defi- 
nition of differential rent 
and considered that the so- 
ciety developed under eco- 
nomic laws. The words of 
W. Petty: "Labour is the 
father of wealth, the land 
is its mother- are cited in 
many econonlic textbooks. 

The main papers of W. 
Petty are -Treatise on taxes 
and contributions- (1662). 
*The politirrl anatomy of 
Ireland* (1672). *Political 
arithmeticr(l683); -Quantulu- 
mennique concerning money* 
(1682). 

One and a half centu- 
ries have passed after a p  
peamce of the term apolit- 
ical economy- and then  
another century was required 
after which the doctrines of 
W.Petty have got the fur- 
ther development. The new 
independent science appeared 
being formed thanks to the 
teachings of renowned En- 
glish economist and scientist 

A. Smith. In his papers -The- al interest to be the basic 
ory of moral feelingsm(l750). principles of the human be- 
*Studying on nature and ingis interest in labour as 
reasons of the wealth of peo- they have the .mirror* ef- 
pleM1776) A. Smith gener- fect of influence and in- 
alized the one century peri- crease the wealth of the 
od of the development of nation. 
English classical school of po- The man offers his wr- 
litical economy, developed vices because he is striving 
and enriched many ideas of .to get benefit. We expect 
previous economists. The to get our meals qnol bc- 
doctrine of A. Smith is bared cause of benevolence o f  
on the initial methodologi- butcher, brewer or baker, 
erl premise that economic bur because of okwancc by 
laws determine the develop them of thcjr own inrerests 
ment of the .society and act We apply not to their bunuo- 
similarly to the laws of na- icy, but ro their egoism. we 
ture. The labour division is re11 them not about our oesds 
the basis for the creation of bur about their benefitd. 
the wealth of peoples and This conception of A Smith 
might of the state. It is ben- is widely w d  in the theo- 
eficial for a man, for the ry of free market economy. 
society and the stale to spc- In his theory of the public 
cialize their economic activ- product reproduction ASmith 
ity on a certain marketable stated that the cost of the 
product the production of product is equal to the to- 
which would be perfect af- tal incomes including wag- 
ter some, time. es, profit and renr A Smith # 

The contribution of A. w u  for  the limited inter- 
Smith to economic theory ference of the s u t e  to the s: u is invaluable. It can be di- economy and kl ieved h a t  q 
vided conditionally to five the *natural harmony. a p  . p 
parts: pears in the economy rpon- 2 

- theory of the cost and taneously. therefore ,  the 
income distribution; state must not interfere in - capital accumulation; production, trade. distribu- 

- essay of Western Eu- tion. He considered that the 
rope economic history; rinvisible hand. of market 

- critics of mercantilism economy creates and main- 
and giving opinion on eco- tains the balanced economic 
nomic policy: activity. 

- state finance. The English economist 
A. Smith considered the D. Ricardo successively con- 

egoistic motives and person- tinued the labour theory of 
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A. Smith. He worked up ihe tion of gold standard in Marxist poIitiul 
theoretical foundations of combination with banknotes economy 
English classical political cco- circulation. D. Ricardo con- 
nomics. It is considered that tributed to the economic Commencing from mid- 
the scientific activity of D. theory of foreign trade. XIX century, in political 
Ricardo is the peak of En- world market and foreign economy the new sage a p  
glish classical political econ- exchange mechanism. D. peared under the name 
omy. its final stage. D. Ricar- Ricardo considered that the =marxist- in relation to the 
do considered labour as the capitalist received profit for economic theoretical nudies 
main source of the public account of unpaid labour of undertaken by Karl Marx 
wealth. However, his theo- a worker. He stated the and Fridrikh Engek 
ry of labour cost differs theory of public product dis- In 1844 Man m d  F. 
from ASmithfs theory when tribution in consideration of Engels attempted for the 
he states that labour cost antagonistic class interests of first time to formulate the 
not involves but is divided different groups of popula- main provision of their eco- 
to wages. profit and rent. tion and on this basis made nomic theory. K. M a n  rc- 
His main paper ~Elementa- up the law of reverse pro- cepted the methodoiogiul 
ry political economy and tax- portion dependence between referena of A Smith and 
ation. published. in 1817 con- wage of workers and profit D. R ia rdo  on labor cost of 
sists of three principal parts of capitalists commodity. the consumer 

- grounds of economic D. Ricardo was the de- and exchange cost of this 
theory (cost and income1 fender of economic liberal- commodity as the starting 

- theory and practice of ism and believed that the point of examination Ini- 
taxation; o p t i m a l  f u n c t i o n i n g  is  tially. the political economy 

- views on a number of reached without state inter- of K. M a n  and F. Engels 
"particular problem and anal- ference. The views of D. stated only on production 

* : .  @ ysis of conceptions devel- Ricardo concerning the pub- relations in moditions of up 
oped earlier by A. Smith, lic debt are very intercrt- .italistic way. of production 

! Thomas Rober t  Malthus ing. He believed that not and it was the narrow spec- . . @ (1766-1834). Jean Batiste only the service of debt m d  trum of this theory. Later. 
Say(1767-1832). debt repayment make up i t  became the class sciena 7 D. Ricardo considered p the burden. The public debt and got the name of mrx- 

1 2 litical economy as the x i -  is especially burdensome in ist political economy. Marx- 
! ence on quantitative and situation of financing short- ism was not the only the 
I qualitative economic rela- age when the private rrv- ry in the second half of 
! tions of people belonging to ings reduce and capital f l o w  the XIX century. We will 

! certain groups of population. out of the country. touch this issue funher in 
I By his opinion, examination Up to the middle of the this text. 

of the laws of national in- XIX century the English However. the theory of 
come distribution through the political economy dominat- ti. Marx aquircd m y  suc- 
wages is the task of politi- ed in economic theory, and ceoors because economic d 
cal economy. In the theory political economy was con- also the sociophylompbial 
of money he revcalcd the sidered as the science study- i d u s  were reflected in it. 
mechanism of money circu- ing the regularities of func- The main research ppr of 
lation interconnected with tioning and development of K. Man sffipitrl.  wnriru 
its quantitative component. economic relations between of 4 volumes and it is the 
For the purposes of tbe people occurring in the pro- basic source of aunin the- 
national economy develop cczr of production, dirtri- ory. a n e  apiI.linicpnnim 
ment D. Ricardo theoreti- bution, exchange m d  ap- r ~ o n  and corresponding to it 
cally justified the propor- plication of material good. product~on a d  e x c b u p  re- 
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lations are rhe subjecr of my ity of overall equivalent creation and augmentation 
examination in this papem' character. of capital. In capitalistic so- 
- K. Marx wrote. The first Having completed the ex- ciety it leads to occurrence 
volume was issued in 1885. amination of capitalistic way of contradictions and pro- 
during the life of K. Marx. of production K. Marx makes tests for rehabilitation of  
His friend and companion a conclus~on on inevitable cu- justice. 
F. Engels issued the rest vol- mulation of contradictions In the marxist under- 
umes. In aKapitab K. Marx and crises in the society that standing, in a broad sense 
examines the economic struc- lead to the class struggle of af the word the political 
ture of the society, the law proletarians and bourgeoisis economy should be consid- 
of its development, proves and only the socialistic rev- ered together with philmo- 
inevitability of the replace- olution niay settle them. This phy and ideology, it is philo- 
ment of capitalism by the is how K.Marx describes this sophical science that can not 
higher social formation. inevitability: *Monopoly of be considered as a sum of 

The English classical po- capital becomes the chain of private studying of politi- 
litical economy studies the rhar way of production that cal economies of the certain 
processes of economic devel- has grown ar its rime and periods of public productions 
opment without class . ap- under ir Centralintion of rhe because the private political 
proach and considers the means of producrion and so- economies do not exisc. It 
transition from cost to capi- ciaIization of labor orch the means that political econo- 
tal as a simple quantitative poinr when rhey become in- my is the pan of the marx- 
movement. In "Kapital* this comparible with their capital- ist comprehensive world sci- 
process is conlidered as the isric cover. I r  bums our. The ence theory able to give 
qualitative upwing and the rime of capitalisric privare answers to all the questions 
class antagonism becomes the ownership comes Expropri- of economic development and , red thread of the whole re- ators are expropriarrech also questions concerning rbe 
search paper and it is its The political economy development of nature. ~ o c i -  

. essense. in theoretical research works ety,  though^ Due ro inur- 
K. Marx begins his ex- of K. Marx and F. Engels pretations of this theory all 

amination from the commod- is not considered as the scp the procesws of public de- % 
C, ity analysis as it is, accord- arate subject of science, al- velopment happen in accor- 4: 

ing to his statement, the though the economic theory dance with laws of objec- 
economic cell of the society. of surplus value was the tive character being beyond $ 
By explaining the factors of discovery. In mutual connec- the peopleis conscioumar and 
the commodity quality - cost tion with materialistic de- will. 
and consumer cost. K. Marx velopment of the history this The fundamental signifi- 
makes a conclusion on the cost theory is laid down to cance of economic theory. 
dual character of the labour the basis of class approach like in whole marxist politi- 
contribured to the commodi- and switched to the sphere cal economy and all marxist 
ty. This finding. on opinion of public life. K. Marx con- theory was that the struc- 
of K. Marx, is the basis for sidered also that in the pro- ture of society is the b&is 
understanding of all the pro- cess of production the work- above which there is the su- 
cesses in economic science. er creates larger cost sum perstructure. If the basis and 
While studying the nature that he gets for his labour. supemructure are open po- 
of money. K. Marx. in con- The worker gets amount that l i t iu l  categories, the inter- 
trast to A Smith, finds out will serve for reproduction relations of productive forc- 
that money is not technical of his labour force, whi lc  rr and production relations 
item, but it is the commod- his unpaid labour serves for are of implicit character. 
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Political economy of its role to create the social- the basis of theory of labour 
socialism istic economy by administra- cost existed in total for 300 

live methods within the pe- years. However. as it is 
Political economy of so- riod of t ransi t ion f rom k n o w  the practice. includ- 

cialism is considered as the capitalism to socialism. ing the ecobnomic practice. 
component of integral eco- He laid down the basis is the criterion of truth. Ten- 
nomics in the structure of of plan making and planned fifteen yean ago the politi- 
marxist political economy. V. economy. cal economy of socialism was 
Lenin developed further the K. Marx. F. En@ and still w i r i n g  to the brordol 
grounds of the marxist polit- later V. Lcnin completed the represencation in economic 
ical economy in consideration economic teachings b+red on theory. The countries having 
of inequilibrium of the dc- labour theory of the cost. socialistic way of production 
velopment of capitalistic so- The main ruron  of extreme- were the rmin mipienu of 
ciety. On the basis of eco- ly cautious acceptance of the i ~ .  However, with the col- 
nomic theory of K. Marx and marxist economic thwry by l a p  of the saialistic sys- 
F. Engels in the beginning the society was the phylo- tem in the beginning of 19% 
of XX century there were sophical class essence of their this as the foundrcioa of em- 
laid the grounds of political teaching calling on to the nomic theory and economic 
economy of socialism, but in violent measures in the fight relations lost its independella. 
1920. in particular conditions for social jutice. The political economy in its 
the economic theory was de- Further. afler V. Lcnin. finalizing sllge - socialism - 
velopcd. V. Lcnin said the the political economy of sc- appeared to be untenable and 
political economy was the sci- cialism turned to be the -01- the time proved i r  

. . 1 ence of political party. in his lective science* and devel- 
. 1 economical papers he gave oped on the boss of program Eronamirc m e t b o d o l o ~  

'the eorential place to the ratio directions of communistic .ad main tbwfsu'cd 
of economics and politia, put- movement. In its foundation 

* .  prorWoas . . 
tlng the political. methods to the political economy o f  sc- 
the f i m  place. He believed cialism is the economic the- In the history of o ~ m ~ r i c  * that the *politicsr is the con- ory of formation. develop doctrines and in development t, 
centrated expression of econ- ment and functioning of of economic theory there was 

p omy, its generalization and socialistic way of production. the wide spread of the off- 
complet ion,  therefore ,  it 1. Keynes considered that shoots from the English du- 
should be considered in its the labour theory of cost s i d  political economy. R e p  
structural unity with capital- and, consequently. bPrcd on r r v ~ t r r i v a  of this donrim 
istic and other ways of pro- it the teaching of the m r x -  a p p a n d  in the end of the 
duction*. ist political economy. k a m e  XIX century IKII as r coun- 

The transition period the catastrophe for econom- terblance of uurxist clam 
from capitalism to socialism ic theory. and philosophical -politic81 
was considered by him as While the countries of economy of apiulhm rad 
the r s f ruggk between the the socialinic system followed socialism. u it is rmptcd  to 
passing away apiuliuo and the K. Marx and V. Lenin consider. but as tbe indcpn- 
emerging m m u n ~ ' .  political economies in their dent direction of separate 

V. 1. Lenin made a rig- economic programs, in the scientific economic thought 
nificant contribution to the market economies the new that ga the name of aeo- 
political economy of social- classical school was develop classic thought. In rbir con- 
ism when he developed and ing. n d o n  the famous R h o  
organized the practical real- Thug the politial eeone  economist LD. Koadntyev. 

. I  ization of state structure with my founded by W. Petty on in his a n k l e  dedicated to 

l! I.  LC& Wccrcd  Works v. 39. p27l 



ALTYN ASYRY~ OUR SEMINARS 

M.I. Tugan-Baranovsky writes: and others the theoretical rules- by which he the first 
aHowcvef, it is necessary to grounds of which played the formulated the laws of ra- 
note that in the arur of em- positive roles in the econorn- tional consumption and pry- 
nomic phylosophy. together ic development of their coun- chological aswsment of bcn- 
with marxisnl there appears tries. efits G. G o w n  evaluates the 
the bright theory of  marginal S. V. Braginsky n o t u  uln usefulness of benefits in con- 
utiljty developed in 1970s by the last third of rhe previous sideration of their neessity. 
Menger, Jevons and V8Iras century the revolutionary If the volume of benefits is 
a / m ~  ar rhe smle t ~ m d .  changes happened in the the- .larger that it is necessary. 

The English classical po- ory of  cost. Lrtis mention the their value reduces with ev- 
litical economy investigated names o f  the well-known ery new unit of benefits or 
processes of economic devel- ~onomisrs who made rhis rev- goods until it reaches full 
opment on macroeconomic ohtion. They are Engkhmen satiation and comes to zera 
level. the neoclassic economy WS Jeivons and Alfred Mar- G. Goacn formulated two laws 
- on microeconomic level. sha1.l the Asustrian men Karl called later after his name: 

Having revised the labor Menger, Fridrich von V i z r  the law of diminishing utili- 
theory of the cost, the r e p  and Yevgeny von Byom ty (the 1st law) l a d  the law 
resentatives of neoclassic the- Baverk, the Swis man Lron of marginal utilities oi van- 
ory began to consider the Yak.% the American John ous benefiu (the second law) 
political economy as the sub- &itz Klark, the Swtden man The theory of marginal util- 
jcct of pure economic sci- Kurt V i k d  Just with their ity has larger sen% and mean- 
ence or economics in gener- names the principally new ing for the development of 
al. irrespective of a structure apprasch ro the izrue of cnrr economic science within the 
and form of social organiza- is connected which is the anal- period of 1870-188M that in 
rion. For the investigation they ysk of =marginal utititp'. Fol- the history of economic sci- 
took not the social groups lowing this authori tat ive m a  1.5 called the period of 
and classes, as it was in po- statement we also will con- marginaluric revolution In the 
litical economy. but separate rider the dcvelcpment of the mcantims the economic pmb 
*economic man*' (homo eco- grounds of economic theory lems study begins to shift 
nornicus), that appeared in and economic doctrines within this period from nuc- Q 
various manifestatious of his The theory of marginal roeconomic level to the mi- u 
;lalure: ~ l i e r  of labour force. usefulness was formed with- croeconomic one. The theory 
entrepreneur and consumer. in the neoclassic direction BUS of marginal u~ility concenud $ 
The ueconomic man* - rhomo before speaking about the the subjective opinion rhomo 
economicus+, aceording to n w  development of neoclassic di- economicus. and the -mic 
classic economic thaory always rection in economic theory. vdue of commodity in con- 
strives to the maximal profit it should k noted that Ger- sideration of its unfulnrsr 
and to minimal costs. man economist G Gossen in conditions of excessive pro- 

The new neoclassic dircc- (1810-1858) w s  the founder duction, comptetition. crisis 
tion in economic theory, that of the theory of marginal and scantiness of resources 
considered individualism as the usefulness on which neoclrs- Further, the theory of mu- 
basic principle of economics, sical economic theory began ginal utility formed to the 
formed such economic schools to form. In 1854 he pub- independent school of neo- 
as Austrian economic school, lished the paper dkvelop-  classic direction 
German historic school. Ang- ment of the rocial exchange 
lo-American neoclassic school laws and human activity To be continued. 
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